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INTRODUCTION 

Q. 

A. 

Q. 

A. 

Q. 

A. 

Please state your name, position, employer and address. 

My Name is Robert B. Mease. I am Chief Accounting and Rates and 

currently employed by the Residential Utility Consumer Office (I‘RUCOI’) 

located at 11 10 W. Washington, Suite 220, Phoenix, Arizona 85007. 

Have you previously provided testimony regarding this docket? 

Yes. I filed direct testimony objecting to a SIB mechanism on January 20, 

201 5. 

What is the purpose of your surrebuttal testimony? 

My surrebuttal testimony will address the Company’s rebuttal comments 

and I will summarize again my reasons for believing that a SIB mechanism 

is unwarranted in this current filing. 

SIB DISCUSSION 

Q. Mr. Mease, in your direct testimony did you fully explain why RUCO 

has opposed a SIB mechanism in past rate case filings? 

Yes. In past rate cases RUCO has opposed a DSIC, CSlC and/or a SIB 

mechanism, for the following reasons: (1) the SIB inappropriately shifts 

risk from the Company to the ratepayer without adequate financial 

compensation to the ratepayer; (2) the SIB is not an adjustor mechanism; 

(3) the SIB will increase the Company’s fair value rate base without a full 

A. 
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review and adequate determination of fair value; (4) the Company has not 

requested interim rates; (5) the SIB is not in the public interest; and (6) the 

individual circumstances of each case. 

Q. 

A. 

Q. 

A. 

Since EPCOR has filed rebuttal testimony has anything changed that 

would alter RUCO’s initial position in opposing the SIB? 

No. Nothing was brought forth by EPCOR that would change RUCO’s 

opposition to a SIB mechanism. 

In addition to RUCO’s objections that have been communicated in 

prior cases didn’t RUCO identify additional reasons why the SIB 

should not be approved in this case? 

Yes. The Company filed its Plan of Administration (“POA) with its SIB 

filing and SIB Eligible Plant must satisfy at least one of the following 

criteria: 

1. Water loss for the system exceeds ten ( I O )  percent, as calculated by 
the following formula: ((Volume of Water Produced and/or Purchased) - 
(Volume of Water Sold + Volume of Water Put to Beneficial Use)) divided 
by (Volume of Water Produced and/or Purchased). If the Volume of Water 
Put to Beneficial Use is not metered, it shall be established in a reliable, 
verifiable manner. 

2. Plant assets that have remained in service beyond their useful service 
lives (based on the Company’s system’s authorized utility plant 
depreciation rates) and are in need of replacement due to being worn out 
or in a deteriorating condition through no fault of the Company: 

3. Any other engineering, operational or financial justification supporting the 
need for a plant asset replacement, other than the Company’s negligence 
or improper maintenance, including, but not limited to: 

2 
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a. A documented increasing level of repairs to, or failures of, a plant 
asset justifying its replacement prior to reaching the end of its 
useful service life. (e.g. black poly pipe). 

b. Assets that are required to be moved, replaced or abandoned by a 
governmental agency or political subdivision if the Company can 
show that it has made a good faith effort to seek reimbursement 
for all or part of the costs incurred. 

Q. 

A. 

Do the Paradise Valley, Sun City and Mohave Water Districts meet 

any of the criteria as described in EWAZ’s POA? 

As discussed in my direct testimony they do not meet any of the criteria as 

described in its POA. For example; I )  The water losses as reported by 

EWAZ in its 2013 Annual Report filed with the Commission identified 5.96 

percent water loss for the Paradise Valley Water District, 6.63 percent 

water loss for the Sun City Water District and a 9.39 percent water loss for 

its Mohave Water District. These districts do not qualify for SIB recovery 

under the first eligibility requirement, as identified in the Company’s POA. 

(2) Many of the plant assets have remained in service well beyond their 

useful service lives (authorized depreciation rates) as evidenced by the 

excess depreciation taken in many of the Company’s plant accounts. 

Now, because the Commission has approved a SIB recovery mechanism 

in every case where a SIB was requested EWAZ too, appears to be 

requesting recovery of capital expenditures that are normal and routine in 

nature and do not quality for special treatment. These districts do not 

qualify for SIB recovery under the second eligibility requirement, as 

identified in the Company’s POA, and should not be awarded a SIB. 

3 
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(3) The third eligible criteria is what could be referred to as a “catch all.” 

Basically, the Company can request a SIB for any type of asset (Le. 

vehicles, office furniture, etc.) if its repair costs increase, fails, or just 

needs replacement prior to reaching the end of its useful life. How did we 

go from addressing the Commission’s concern of 10 percent or greater 

water loss to including just about any type of plant that needs to be 

repaired or replaced? I believe that requesting recovery through a catch 

all eligibility requirement truly stretches the purpose of the original DSlC 

as well as the SIB’S eligibility requirements previously approved by the 

Commission. These districts do not qualify for SIB recovery under the 

third eligibility requirement. 

Q. 

A. 

Did the Arizona Corporation Commission (“ACC”) Staff accept the 

SIB as filed by EPCOR for the Sun City, Mohave and Paradise Valley 

Water Districts? 

Yes. As stated in the Company’s rebuttal testimony the “ACC Staff, based 

on its review of all the information submitted by the Company, concluded 

that implementing SIB recovery mechanisms in the Paradise Valley Water, 

Mohave Water, and Sun City districts is reasonable and appropriate?” 

4 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

SurrebuttalTestimony of Robert B. Mease 
EPCOR Water Arizona Inc. 
Docket No. WS-O1303A-14-0010 

Q. Did the engineering reports that were attached to the Staff’s 

testimony supporting the SIB for each district calculate the potential 

impact on ratepayers during the five year SIB request period? 

A. No, the report did not address the impact on ratepayers. 

SIB FINANCIAL EFFECTS ON RATEPAYERS 

Q. Based on the Company’s rebuttal testimony filing have you 

recalculated the effect on all ratepayers as well as the effect of the 

residential ratepayers assuming that all projects approved by the 

Staff for recovery by a SIB mechanism are completed? 

A. Yes. I calculated that the additional SIB revenues over the five year 

period could be as much as an additional 76 percent increase in revenues 

for the three districts requesting a SIB mechanism over and above the 

original requested increase in rates. (See Schedules 1 and 2) 

Total SIB Revenues 
Over Five Year Period 

Paradise Valley 

”~ --- - 
- ~- -- 
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Q. 

A. 

Did you calculate the potential effect on residential ratepayers? 

Yes. The following schedule shows the initial rate increase for a 5/8” x %’ 

residential ratepayer. For example; based on the Company’s request the 

Sun City ratepayer will receive a 19.48 percent initial rate increase but at 

the end of year five, the rate in effect has increase by 37.59 percent. The 

same holds true for Mohave Water District, the initial increase is 42.32 

percent and at the end of year five the increase has swelled to 62.99 

percent and for the Paradise Valley District the initial rate increase 

requested is 5.79 percent when in reality at the end of year five the rate 

increase in 22.61 percent. 

~- - 1”7 - 
I I ~ 

MONTHLY RATE INCREASE FROM SIB MECHANISM 

Current Base Rates - - - - ~  

Case Inc. SIB 
I_ 

i 
Mohave 
Current Base Rates 20.63 $ 20.63 
Requested 1”” I I Inc. - 
SIB I Inc. over 5 years __ ”-” I _  - L 

~~~ x _  9.6” 1111 -~ $ 
I I 

Requested Inc. in  Rate I I ! 1 

I i 
~ ~ ~ - - - -  Case Inc. SIB 42.32%; 46.61%/ 50.67%1 54.77%1 58.92% j 62.999 

i 

Paradise Valley 
Current Base Rates 
Requested Inc. 
SIB Inc. over 5 years 

Requested Inc. in Rate 
~ 1- - I ~ ~ ~ - ~ 1  
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SIB / OTHER CONSIDERATIONS 

Q. 

A. 

P. 

9. 

Mr. Mease, in your direct testimony you ask the following question, 

why does RUCO have a concern with the detailed information that 

the Company has proposed providing to support its SIB recovery 

request and does RUCO still have concerns in the area of reporting? 

Yes we do, not only from a SIB reporting requirement but for total 

company financial reporting requirement as well. From the time that 

RUCO first requested detailed plant schedules on April 15, 2014, until the 

time the plant schedules were considered correct, October 16, 2014, six 

months had elapsed. RUCO and Staff worked numerous hours with the 

Company, had many phone conversations with appropriate Company 

personnel, and traded schedules back and forth assisting the Company in 

getting their plant schedules as accurate as possible. Given this history, 

RUCO cannot put total reliance that all balances as shown on the plant 

schedules will be completely accurate in the future. 

Does RUCO still have concerns related to the overall accounting 

records maintained by EPCOR? 

Yes. In addition to taking six months to obtain correct plant account 

balances additional deficiencies were noted. For example, plant assets 

were recorded in the incorrect accounts, excessive depreciation was 

noted by as much as twenty-six times the asset value, accumulated 

depreciation balances in plant accounts with zero depreciation rates and 

7 
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abnormal debit accumulated depreciation balances. In addition to those 

problems specifically related to plant accounts we also noted that EPCOR 

was not in compliance with prior regulatory requirements, there were 

adjustments to prior years retained earnings (which is not appropriate 

except in very limited circumstances), the timeliness of reporting was 

questionable and the accumulated deferred income tax account was not 

stated correctly. Overall, RUCO has an internal control issue with 

EPCOR’s timeliness and overall reporting process. 

Q. 

4. 

Q. 

4. 

What is RUCO’s recommendation to remedy the problem of 

inadequate and incorrect reporting? 

RUCO recommends that EPCOR Water Arizona, Inc., be directed by the 

Commission to have an external auditor, or external auditing firm, review 

their accounts for correctness as well as providing assurance that internal 

controls are in place and working. This will provide some sort of certainty 

that future rate case applications will be correct and not delay the process 

by approximately six months. 

Why did RUCO not address this issue is its direct testimony? 

RUCO did address the issue of inappropriate accounting records that 

failed to support its rate application in its direct testimony. However, as 

RUCO continued its review process it became apparent that this has been 

a continuing problem as referenced by Mr. Coley’s testimony and needs to 

8 
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be corrected. An audit conducted by an external auditing firm should 

provide some assurances that future filings with the Commission are 

correct and that internal controls surrounding financial reporting can be 

relied upon as being effective. 

Q. 

A. 

Mr. Mease, do you have anything else to add to your testimony? 

No. This concludes my surrebuttal testimony. 

9 



, 

Schedule i 

Ltl 

7 
8 

DISTRICT 

16 

s 
S 

ate 

e 



5 

EYENWE REQUEST 

6 
7 

TOTAL 

8029% 
u,m 
21,8116 



I . 

TOTAL $ 2,109,159 $ 1.998.256 S 2,046,687 S 2,086,382 $ 1,986,835 $ 10,227,319 

. ._ . 

16,067 
i5,ooa 



9.1m % 13 

76.3% 

4,447 
4,862 

ease PCOR A2 



EPCOR WATER ARIZONA, INC. 

DOCKET NO. WS-01303A-14-0010 

SURREBUTTAL TESTIMONY 

OF 

ROBERT B. MEASE 

ON 

COST OF CAPITAL 

ON BEHALF OF THE 

RESIDENTIAL UTILITY CONSUMER OFFICE 

FEBRUARY 26,201 5 



SurrebuttalTestimony of Robert B. Mease 
EPCOR Water Arizona Inc. 
Docket No. WS-01303A-14-0010 

TABLE OF CONTENTS - COST OF CAPITAL SURREBUTTAL 

EXECUTIVE SUMMARY - COST OF CAPITAL SURREBUTTAL ......... .... ......... II 

INTRODUCTION .................................................................................................. I 

COST OF CAPITAL SUMMARY .......................................................................... 2 

RUCO’S COMMENTS ON COMPANY ANALYSIS ............................................. 3 

BUSINESS AND CREDIT RISK ADJUSTMENTS ............................................... 6 

CONCLUSION ............................................................... , ..................................... 9 

I 



1 

2 
3 
4 
5 
6 
7 
8 
9 

I O  
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 

26 

27 

28 

29 

30 

31 

32 

Surrebuttal Testimony of Robert B. Mease 
EPCOR Water Arizona Inc. 
Docket No. WS-01303A-14-0010 

EXECUTIVE SUMMARY - COST OF CAPITAL SURREBUTTAL 

Based on the Residential Utility Consumer Office’s (“RUCO”) analysis of EPCOR 
Water Arizona’s, (,EWAZ,” “EPCOR,” or “Company’) application for a permanent 
rate increase, filed with the Arizona Corporation Commission (“ACC” or 
‘Commission”) on March 10, 2014, RUCO recommends the following: 

Cost of Capital - RUCO continues to recommend a cost of capital of 6.09 
percent based on the preparation of three separate cost of capital methodologies 
that were presented in its direct testimony. RUCO continues to disagree with the 
55 basis points credit and business risk premium adjustments that have been 
proposed by the Company. 

RUCO’S Proposed Capital Structure -- 

Percent 
58.46 % Long Term Debt 

Short Term Debt 2.17 % 
Cost of Equity 39.37 % 

Total Capital 100.00 % 

cost Return 
4.29 % 2.51 % 
0.31 % 0.01 % 
8.91 % 3.57 % 

6.09 % 
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INTRODUCTION 

Q. 

A. 

Q. 

A. 

Q. 

A. 

Q. 

A. 

Please state your name, position, employer and address. 

My Name is Robert B. Mease. I am Chief Accounting and Rates and 

currently employed by the Residential Utility Consumer Office YRUCO”) 

located at 11 10 W. Washington, Suite 220, Phoenix, Arizona 85007. 

Have you previously provided testimony regarding this docket? 

Yes. I filed direct testimony on January 20, 2015 with RUCO’s 

recommended cost of capital. 

What is the purpose of your surrebuttal testimony? 

My surrebuttal testimony will address the Company’s rebuttal comments 

and I will again summarize my recommendations for proposing a cost of 

capital of 6.09 percent. 

Did the Company modify its cost of capital in its rebuttal testimony? 

Yes, the Company changed its overall cost of capital from 6.87 percent to 

6.81 percent. The Company changed its cost of equity from 10.70 percent 

to 10.55 percent. 
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COST OF CAPITAL SUMMARY 

Q. 

A. 

Q. 

A. 

Mr. Mease, can you please summarize your testimony that was 

previously filed in this case? 

I previously field direct testimony on January 20, 201 5, and recommended 

a cost of capital of 6.09 percent. The components included in my cost of 

capital calculation included: 

Percent cost Return 
Long Term Debt 58.46 % 4.29 % 2.51 % 
Short Term Debt 2.17 % 0.31 Yo 0.01 % 
Cost of Equity 39.37 % 8.91 % 3.57 % 

Total Capital 100.00 % 6.09 % 

I prepared three separate models in my calculations including the 

Discounted Cash Flow Model (“DCF”)l Capital Asset Pricing Model 

(“CAPM”) and a Comparable Earnings Model (“CE”). The results of the 

three models are as follows: 

Weiqhted Cost 
Discounted Cash Flow 8.74 % 

7.4% % 
Comparable Earnings 10.50 % 

Weighted Cost 8.91 % 

Capital Asset Pricing Model 

What is the Company’s and Staff’s proposal for cost of equity? 

Ms. Ahern’s proposed cost of equity was 10.70 percent in her direct 

testimony but has been reduced to 10.55 percent in her rebuttal testimony. 

The Staff has proposed a cost of equity of 9.50 percent. It should be 

noted that Ms. Ahern’s cost of equity included 75 basis points labeled as 

2 
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Credit Risk and Business Risk Adjustments while Staffs included an 

upward economic assessment adjustment of 60 basis points in its final 

determination. Disregarding these favorable upward adjustments RUCO’s 

ROE is 8.91 percent, Staffs would be 8.90 percent without the favorable 

adjustment, while the Company’s ROE would be 9.95 percent. 

Q. 

A. 

Since EPCOR has tiled rebuttal testimony has anything changed that 

would alter RUCO’s initial position on its cost of capital? 

No. I continue to recommend the cost of equity that was calculated in my 

direct testimony. 

RUCO’S COMMENTS ON COMPANY ANALYSIS 

Q. Did Ms. Ahern make any general comments concerning RUCO’s use 

of the DCF model? 

Yes she did. Ms. Ahern states that both Mr. Cassidy’s (Staff’s expert cost 

of capital witness) and Mr. Mease’s single stage Discounted Cash Flow 

model results, 8.60% and 8.74%’ respectively, significantly understate the 

investors’ required return when applied to an original cost less 

depreciation rate base, i.e. book value. 

A. 
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Q. 

A. 

Q. 

A. 

Q. 

4. 

Do you find this a little unusual that she is criticizing your DCF 

model? 

Actually I do. The results of my DCF model, 8.74 percent, is higher than 

the rate of return in Ms. Ahern’s DCF model. The same holds true for 

Staffs DCF calculation. Ms. Ahern’s DCF model produced a return of 

8.37 percent and Staffs DCF model produced a return of 8.60 percent. 

Not sure why she would be questioning our DCF models as our variable 

inputs produce a better result than her calculations. 

Does Ms. Ahern have additional criticism’s or RUCO’s models? 

Yes. Ms. Ahern has stated that Mr. Mease’s CAPM is flawed because: (1) 

“He has incorrectly relied upon an historical risk-free rate despite the fact 

that both ratemaking and cost of capital are prospective;” and (2) “He has 

incorrectly calculated his market equity risk premium relying upon (a) the 

historical total return on U.S. Treasury securities; and (b) not employing a 

prospective or forward-looking equity risk premium.” 

What is your response to your use of historical risk-free rate(s)? 

I believe that it is proper to use the historical and current yields rather than 

a projected yield. The current yield is known and measurable and reflects 

current market conditions. If the current yield on a 20 year US Treasury 

Bond is 2 percent, this is what investors will receive. On the other hand, a 

prospective yield, or prospective interest rates, are not known and 
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measurable and may or may not be achieved. The prospective yield is 

purely speculative and should not be relied upon. 

Q. 

A. 

Q. 

9. 

Did Ms. Ahern prepare a CAPM in his analysis? 

Yes, a CAPM was prepared by Ms. Ahern. In her analysis she used 30- 

year long term Treasury bond rate of 3.94 percent. The Treasury yield as 

of October 1, 2014 was 3.12 percent and has continued to drop 

throughout the month of October. I also do not agree with Ms. Ahern’s risk 

premium of 7.85 percent. Her risk premium is based on a prospective 

outlook and cannot be relied on as it is purely speculative. Ms. Ahern has 

overstated her yield rates significantly in her analysis and her cost of 

equity is overstated as a well. 

In addition to calculating cost of equity using a DCF model and 

CAPM did you prepare an additional analysis? 

Yes. While understanding that the CAPM model may have limitations I 

did prepare a comparable earnings analysis. The CE method is designed 

to measure the returns expected to be earned on the book value of similar 

risk enterprises, in this case the proxy company’s. While EWAZ is not a 

publicly traded company as is the proxy group, it still provides additional 

support that the company will be earning a fair rate of return. The analysis 

was prepared from the proxy companies that were used in preparing both 

the DCF model and the CAPM. 
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Q. 

A. 

Can you describe how you prepared you CE model and the various 

inputs that were used in your analysis? 

I looked at the rates of return on common equity since 1992 for the nine 

proxy companies used in my analysis. Returns from 1992 through and 

including 201 3 were averaged together for the proxy companies and then 

prospective periods from 2014 through 2018 were included with the 

historical returns to determine both an average and a median for all years 

included in my model. The results, which included a representative 

sample of both historical and prospective rates of return produced a cost 

of equity of 10.5 percent and was included in my final determination or the 

overall cost of equity for EWAZ. 

BUSINESS AND CREDIT RISK ADJUSTMENTS 

Q. 

A. 

Is the Company continuing to make adjustments for the so-called 

business and credit risk associated with smaller companies? 

Yes. In direct testimony Ms. Ahern had included a 44 basis points for a 

Credit Risk Adjustment and 30 basis points for a Business Risk 

Adjustment. Even though EPCOR Utilities has an A credit rating with 

DBRS rating agency and has recently been upgraded to an A- rating by 

S&P, the company continues to believe a credit risk adjustment of 24 

basis points is appropriate as a Credit Risk Adjustment. In addition to a 

very good credit rating as reported by these two agencies, Standard & 
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Poor’s has given the second-highest score, a AA+ rating, to the City of 

Edmonton, EPCOR Utilities sole shareholder. 

Q. 

A. 

Q. 

A. 

What are RUCO’s general thoughts about the recent rating agencies 

analysis and upgrades and the related topic of risk? 

The recent rating agencies reports and the upgrade is an indication of thc 

business and financial strength of EWAZ’s parent company and its low credi 

risk. The recent rating agency upgrades and discussion of EPCOR’s credi 

rating demonstrate that EPCOR Utilities has relatively low risk and enjoys i 

high bond rating. There is a direct link, as indicated by Ms. Ahern, betweet 

the bondkredit ratings of subsidiaries with those of their parent company. Tht 

business and credit risk of a wholly-owned, cost of service based, rat( 

regulated monopoly utility operating in the U.S. such as EWAZ is comparablt 

to that of its parent. There is no reliable basis for imputing a credit risl 

adjustment to EWAZ’s return on equity in the current rate case. 

Does EWAZ have long term debt at reasonable rates? 

EWAZ’s interest rate on its outstanding long term debt is a very favorable 

4.29 percent. This compares to 5.05 percent that was APS’s cost of debt 

in the recent “Four Corners Transaction” and UNS Electric’s 5.00 percent 

cost of debt on its recent Gila Bend plant purchase. The cost of debt for 

EWAZ is very favorable and to think that they should receive a financial 

risk adjustment simply is not warranted. 
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Q. 

A. 

Q. 

A. 

Does Ms. Ahern continue to advocate for a business risk adjustment 

in this rate application? 

Yes. Ms. Ahern defines business risk as the “riskiness of a company’s 

common stock without the use of debt and/or preferred capital.” Ms. 

Ahern also provides examples of business risk such as quality of 

management, regulatory environment, capital intensity, and size, all of 

which have a direct bearing on earnings. An individual utility may face 

different levels of one or more of these risks. This means that business 

risk is important to the determination of a fair rate of return because the 

greater the level of risk, the greater the return investors demand, 

consistent with the basic principles of risk and return. 

How does RUCO respond to the Company’s request for a business 

risk adjustment? 

Basically the same as the response for a credit risk adjustment. The 

Company is not in need of a business risk adjustment. Several factors 

helped me make that final decision. First, the Company is remitting in 

excess of 83 percent of its net earnings in the form of dividend payments. 

From the initial purchase date through and including June 30, 2014, the 

Company had net earnings of $29,837,000 and has remitted $24,962,545 

in dividend payments to its parent. The 83 percent dividend distribution 

compares to approximately 55 percent dividend distribution of the proxy 

companies used in my evaluation. If the Company is in need of capital 
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improvements, as they have indicated in their testimony, or additional 

resources for expense payments they should change their dividend policy 

and retain more of its locally generated retained earnings to cover locally 

generated expenditures. 

Another indication to RUCO that EPCOR should retain more of its 

earnings locally was identified in the Company’s response to RUCO’S 

MOTION TO COMPEL. The Company stated in its response “The 

Company needs rate relief for the five districts in this docket: any delay is 

detrimental to its financial health. Poor financial health makes it harder 

and more costly to attract the capital necessary to meet continuing 

infrastructure investment challenges EWAZ faces.” The Company, in this 

case is trying to make a “financial health” argument as one of its 

justifications for a business risk adjustment when there is no argument 

that can be made. EWAZ does not have a financial health issue! If 

anything, it appears that the Company’s analysis is results oriented. It has 

little factual or real-world support. 

CONCLUSION 

Q. In RUCO’s final analysis what are you recommending as a rate of 

return? 

RUCO’s final proposed cost of capital and rate of return is 6.09 percent. 

The basic differences between Company and RUCO are primarily related 

4. 
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to EWAZs use of prospective interest rates and risk premiums to develop 

their recommendation as they are not known measurable and in all 

likelihood not achievable. The second most important factor in RUCO’s 

analysis was the elimination of both financial and risk adjustments. EWAZ 

does not qualify and should not be rewarded by the Arizona Corporation 

Commission by approving either of these adjustments. 

Q. 

A. 

Does this conclude your cost of capital testimony? 

Yes. 

10 



EPCOR WATER ARIZONA, INC. 

DOCKET NO. WS-01303A-14-0010 

SURREBUTTAL TESTIMONY 

OF 

TIMOTHY J. COLEY 

ON BEHALF OF THE 

RESIDENTIAL UTILITY CONSUMER OFFICE 

FEBRUARY 26,2015 



Surrebuttal Testimony of Timothy J. Coley 
EPCOR Water Arizona, Inc. 
Docket No. WS-01303A-14-0010 

TABLE OF CONTENTS 

Page 

EXECUTIVE SUMMARY . SURREBUTTAL ....................................................... 111 

INTRODUCTION .................................................................................................. 1 

RUCO’S UPDATED RATE BASE ADJUSTMENT CALCULATIONS AND 

ADOPTION OF ONE STAFF RECOMMENDED ADJUSTMENT ........................ 3 

SUMMARY OF RUCO’S RECOMMENDED RATE BASE ADJUSTMENTS AND 

GENERAL COMMENTS TO COMPANY REBUTTAL TESTIMONY ................... 7 

I 



Surrebuttal Testimony of Timothy J . Coley 
EPCOR Water Arizona. Inc . 
Docket No . WS-O1303A-14-0010 

ATTACHMENTS 

Motions to Extend .................................................................. 

Mohave Wastewater December 2008 ......................................... 

Mohave Wastewater September 2010 ......................................... 

RUCO Data Request and Response 31.01 ................................... 

Paradise Valley Docket 08-0227 Plant Schedule ............................ 

AZ-Corporate Plant Schedule ..................................................... 

RUCO Data Request and Response 8.03 ..................................... 

EPCOR Contributions in Aid of Construction Policy ....................... 

Surrebuttal Attachment 1 

Surrebuttal Attachment 2 

Surrebuttal Attachment 3 

Surrebuttal Attachment 4 

Surrebuttal Attachment 5 

Surrebuttal Attachment 6 

Surrebuttal Attachment 7 

Surrebuttal Attachment 8 

ii 



Surrebuttal Testimony of Timothy J. Coley 
EPCOR Water Arizona, Inc. 
Docket No. WS-O1303A-14-0010 

Company 
Direct 

$23,496,514 

EXECUTIVE SUMMARY - SURREBUTTAL 

Company RUCO RUCO 
Re bu tt a I Direct Surrebuttal 

$23,562,869 $16,169,248 $16,226,202 

The Residential Utility Consumer Office (“RUCO”) has reviewed EPCOR 
Water Arizona Inc.’s (“EWAZ” or “Company”) rebuttal testimony and has made 
four adjustments one of which was based on additional information 
provided by the Company. I will address RUCO’s position here in 
surrebuttal testimony related to the rate base issues the Company raised 
in its rebuttal testimony. 

Company 
Direct 

$416,266 

As in direct testimony, Mr. Jeffrey Michlik will address RUCO’s positions 
related to the Company’s rebuttal issues that apply to operating income, 
revenue requirement, and rate design testimonies. Mr. Ralph Smith will 
address the Company’s rebuttal issues related to corporate expense 
allocations. Mr. Frank Radigan will address the Company’s rebuttal 
issues related to post-test year plant and all theoretical issues pertaining 
to the Company’s over-collection of depreciation expense and RUCO’s 
regulatory liability that credits back the excess depreciation expense on a 
going forward basis. Mr. Robert Mease will address the Company’s 
rebuttal issues related to cost of capital and the System Improvement 
Benefit (“SIB”) Mechanism. 

Company RUCO RUCO 
Rebuttal Direct Surrebuttal 

$451,252 $81 9,596 $836,768 

The following are the Company and RUCO’s proposed rate base, adjusted 
operating income, and the required gross revenue increases by dollar and 
percentage amounts as filed in the respective direct, rebuttal, and 
surrebuttal testimonies for each of the five districts as shown below: 

Mohave Water District: 

Rate Base 
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Company 
Direct 

$1,972,914 

The tables below present the required gross revenue increase by dollar 
and percentage amounts as filed by the Company and RUCO in their 
direct, rebuttal, and surrebuttal testimonies. 

Company RUCO RUCO 
Rebuttal Direct Surrebuttal 

$1,889,415 $270,426 $247,980 

Mohave Water District (continued): 

Company 
Direct 

Required Dollar Increase in Gross Revenues 

Company RUCO RUCO 
Rebuttal Direct Surrebuttal 

31.05% 

Required Percentage Increase in Gross Revenues 

29.57% 4.19% 3.82% 

Company 
Direct 

Company RUCO RUCO 
Rebuttal . Direct , Surrebuttal 

Paradise Valley Water District: 

$39,380,442 

Rate Base 

$39,001,567 $35,496,554 $35,559,92 1 

Company 
Direct 

$2,193,723 

Company RUCO RUCO 
Rebuttal Direct Surrebuttal 

$2,297,022 $2,547,424 $2,642,407 

Adjusted Operating Income 

Company 
Direct 

Company RUCO RUCO 
Rebuttal Direct Surrebuttal 

The following tables present the required gross revenue increase by dollar 
and percentage amounts as filed by the Company and RUCO in their 
direct, rebuttal, and surrebuttal testimonies. 

Required Dollar Increase in Gross Revenues 
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$841,337 $587,088 ($630,585) ($779,569) 

Required Percentage Increase in Gross Revenues 

Company 
Direct 

8.72% 

Company RUCO RUCO 
Rebuttal Direct Surrebuttal 

6.08% (6.44%) (7.96%) 

Sun City Water District: 

Company 
Direct 

$26,409,286 

Rate Base 

Company RUCO RUCO 
Rebuttal Direct Surrebuttal 

$26,666,676 $22,743,995 $22,395,411 

Company 
Direct 

$843,696 

Adjusted Operating Income 

Company RUCO RUCO 
Rebuttal Direct Surrebuttal 

$1,062,975 $1,387,245 $1,394,711 

Company 
Direct 

The following tables present the required gross revenue increase by dollar 
and percentage amounts as filed by the Company and RUCO in their 
direct, rebuttal, and surrebuttal testimonies. 

Company RUCO RUCO 
Rebuttal Direct Surrebuttal 

Required Dollar Increase in Gross Revenues 

$1,606,392 $1,239,639 ($3,514) ($50,737) 

Company 
Direct 

15.65% 

Required Percentage Increase in Gross Revenues 

Company RUCO RUCO 
Rebuttal Direct Surrebuttal 

12.02% (0.03%) (0.48%) 
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Tubac Water District: 

Rate Base 

Company Company RUCO RUCO 
I Direct I Rebuttai I Direct I Surrebuttal 1 

. -  
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$1,607,775 $1,543,048 $1,475,945 $1,383,708 

Adjusted Operating income 

Company Company RUCO RUCO 
Direct Rebuttal Direct Surrebuttal 

($131,793) ($64,998) ($71,462) ($61,238) 

The following tables present the required gross revenue increase by dollar 
and percentage amounts as filed by the Company and RUCO in their 
direct, rebuttal, and surrebuttal testimonies. 

Required Dollar increase in Gross Revenues 

Company Company RUCO RUCO 
Direct Rebuttal Direct Surrebuttal 

$40 1 ,874 $280,652 $233,244 I $206,070 I 

Required Percentage Increase in Gross Revenues 

Company Company RUCO RUCO 
Direct Rebuttal Direct Surrebuttal 

69.39% 48.46% 43.40% 38.35% 

Mohave Wastewater District: 

Rate Base 

Company Company RUCO RUCO 
Direct Rebuttal Direct Surrebuttal 

$5,305,082 $5,3656 14 $4,494,753 1 $4,467,898 I 
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Company 
Direct 

Mo have Wastewater District (continued) : 

Company RUCO RUCO 
Rebuttal Direct Surrebuttal 

Adjusted Operating Income 

Company 
Direct 

Company RUCO RUCO 
Rebuttal Direct Surrebuttal 

Company 
Direct 

42.96% 

The following tables present the required gross revenue increase by dollar 
and percentage amounts as filed by the Company and RUCO in their 
direct, rebuttal, and surrebuttal testimonies. 

Company RUCO RUCO 
Rebuttal Direct Surrebuttal 

42.30% 24.12% 24.02% 

Required Dollar Increase in Gross Revenues 

Required Percentage Increase in Gross Revenues 

The Company is requesting a rate of return of 6.81 percent in its rebuttal 
testimony on its proposed fair value rate base (LIFVRB”) for all the five 
districts that total $96,139,774. RUCO recommends a rate of return of 
6.09 percent on its recommended FVRB of $80,033,140 for all five 
districts. 

RUCO witness, Mr. Michlik, provides testimony for RUCO’s recommended 
rate design that supports the revenue requirements that are shown above 
and on the preceding pages. 
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1. INTRODUCTION 

Q. 

A. 

Q. 

A. 

Q. 

A. 

Q. 

A. 

Please state your name for the record. 

My name is Timothy J. Coley. 

Have you previously filed testimony regarding this docket? 

Yes. I filed direct testimony in this docket on January 23, 201 5. 

What is the purpose of your surrebuttal testimony? 

My surrebuttal testimony will address the Company’s rebuttal positions, 

proposals, and comments pertaining to the adjustments RUCO 

recommended in direct testimony. In addition, my surrebuttal testimony 

will correct three formulae calculations, as presented in my direct 

testimony one of which Company witness, Mr. John F. Guastella, notated 

in his rebuttal testimony. Those three calculation updates affected the 

Mohave and Paradise Valley Water Districts. RUCO adopted a fourth 

adjustment that related to the accounting of over-collection of funds 

pertaining to the low-income programs that was recommended by 

Commission Staff and accepted by the Company. 

What areas will you address in your surrebuttal testimony? 

My surrebuttal testimony is no different at this phase of the proceeding 

than what was filed in my direct testimony with the exception of the three 

updated calculations and the adoption of a modified I corrected Staff 

1 
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adjustment mentioned above. Other than that, my surrebuttal testimony 

will make a few general comments in response to Ms. Sheryl L. Hubbard 

and Mr. Guastella’s rebuttal testimonies. 

Q. 

A. 

Q. 

A. 

How is your surrebuttal testimony organized? 

My surrebuttal testimony is presented in three sections. Section I is this 

introduction. Section II will provide the three calculation updates plus the 

adoption of one adjustment recommended by Staff that was previously 

mentioned earlier. Section Ill is comprised of a summary of RUCO’s 

recommended rate base adjustments, general comments in response to 

EPCOR’s rebuttal testimony, and supporting attachments that I provide in 

response to Ms. Hubbard and Mr. Guastella’s rebuttal testimonies. 

Generally, the bulk of my reasoning and rationale for RUCO’s 

recommended rate base adjustments remains the same here in my 

surrebuttal testimony as they were presented in my direct testimony. To 

eliminate redundancies in testimony, please refer to my direct testimony 

for RUCO’s rationale for its recommended adjustments. The four updated 

RUCO adjustments will be addressed in the next section of this testimony. 

Please identify the schedules that you are sponsoring in your 

surrebuttal testimony. here, and then proceed to Section I I  of 

RUCO’s surrebuttal testimony. 

I am sponsoring surrebuttal schedules TJC-1 through TJC-15. 

2 
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II. RUCO’s UPDATED RATE BASE ADJUSTMENT CALCULATIONS AND 

ADOPTION OF ONE STAFF RECOMMENDED ADJUSTMENT 

Q. 

A. 

Q. 

A. 

Does RUCO have any updates to add here in its surrebuttal 

testimony calculations? 

Yes. 

Please describe the updates that RUCO would like to make here in its 

surrebuttal testimony. 

RUCO has four updated calculations to make in its surrebuttal testimony 

that corrects errant and faulty links within its direct testimony rate base 

calculations. Mr. Guastella pointed out the first of the four updates. In the 

Mohave Water District, RUCO’s regulatory liability that was setup for the 

over-collection of depreciation expense did not subtract one-year of 

amortization expense from the gross regulatory liability. That formula has 

now been corrected to net the one-year of amortization expense from the 

gross regulatory liability, which is credited back to the prospective 

depreciation expense on a going forward basis. This particular update 

applies only to the Mohave Water District and increases rate base by 

$253 , 023. 

The second and third updates that RUCO is making in surrebuttal apply 

only to Paradise Valley Water District. After filing direct testimony and 

schedules, RUCO identified that two signs (Le., positive and negative) 
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were reversed. Those two corrections to correct the signs are reflected in 

RUCO's surrebuttal plant schedule work papers. 

Q. 

A. 

Q. 

A. 

Did the two corrections above have any impact on RUCO's 

recommended adjustments? 

Yes. 

Please explain the impact of correcting those two reversed signs. 

Since the signs were reversed on two accumulated depreciation 

adjustments, it increased one account's accumulated depreciation balance 

while decreasing the other account's balance by the same amount. The 

net impact to the total year-end accumulated depreciation balance was 

zero. However, one of the two corrected accounts applied to one of the 

accounts that RUCO had identified as being over-depreciated. The 

corrections increased one of the accumulated depreciation balance of 

Account 3041 00 - Structures and Improvements Supply. RUCO's direct 

testimony identified the account had been over-depreciated by $52,549 at 

test year (TY") end. The correction increased the over-depreciated 

account by $775,326. Therefore, the correction increased RUCO's 

regulatory liability for tracking the over-depreciated accounts by the same 

$775,326. 
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Q. 

A. 

Q. 

A. 

Q. 

A. 

If the account was already over-depreciated by $52,549 and another 

$775,326 was added to the accumulated depreciation balance, 

wouldn’t that make that account $827,875 ($52,549 + $775,326 = 

$827,875) over-depreciated? 

Yes. 

Does the Internal Revenue Service (“IRS”) rules allow for over- 

depreciation of assets? 

No nor should the Commission allow assets to be over-depreciated. If the 

Commission were to allow such activity as happened in this case, it would 

be setting dangerous precedent for all ratepayers of private and public 

investor owned utilities. It is against the IRS rules and the Commission’s 

own rules because a public utility is entitled to earn a return on and of its 

original cost of investments. A utility should not be allowed a return of 

multiple times over its original cost of investments as in this case. 

What Commission rule and/or statement prevent a utility from over- 

depreciating its investments in assets? 

Commission Staff witness, Ms. Mary J. Rimback, quoted the following rule 

from the Arizona Administrative Code (“A.A.C.”) in her direct testimony as 

follows: 
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A.A.C. R14-2-102 (A): 
(3) “Depreciation” means an accounting process which will 

permit the recovery of the original cost of an asset less its 
net salvage over the service life. 

Ms. Rimback’s findings also identified the excess depreciation and stated, 

“The Application submitted by the Company shows recoveries, through 

depreciation, many times beyond the original cost of the asset.” 

Q. 

A. 

What is RUCO’s fourth updated surrebuttal adjustment? 

The fourth RUCO updated surrebuttal adjustment is actually a new 

adjustment that Staff recommended and the Company accepted. Thus, 

RUCO has adopted a modified / corrected version of it here in the 

surrebuttal phase to aid in the reduction of contentious issues in this 

proceeding. The Company had originally proposed that two districts’, the 

Mohave and Sun City Water Districts, with low-income programs that were 

over-collected or over-funded be treated as regulatory liabilities similar to 

what RUCO has recommended for the over-collection of depreciation 

expense. Ms. Rimback recommended in her direct testimony that those 

over-collected funds related to the low-income programs should not be 

treated as a regulatory liability but rather be treated as revenues and 

credited back through rates to the ratepayers who provided the funds to 

the Company. RUCO adopted that adjustment but with corrections made 

to it here to mitigate the issues at hearing. 
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Staff erroneously recorded the adjustment to the wrong revenue line item 

on the income statement. Both Staff and the Company recorded the 

revenue to “metered revenue,” which increases the Company’s overall 

revenue requirement. The adjustment should be made to “other 

revenues,” which decreases the Company’s overall revenue increase. 

The Company should have pointed-out that error to Staff in its rebuttal 

testimony. However, the Company did not do so, but RUCO has informed 

Staff of the erroneous recording of the adjustment mentioned above. Mr. 

Michlik reflects this adjustment in his surrebuttal operating income section 

of his schedules. Mr. Michlik will support RUCO’s modification at hearing 

to properly account for this adjustment accordingly. 

111. SUMMARY OF RUCO’S RECOMMENDED RATE BASE ADJUSTMENTS 

AND GENERAL COMMENTS TO COMPANY REBUTTAL TESTIMONY 

Q. 

4. 

a. 

Are RUCO’s recommended surrebuttal rate base adjustments the 

same in this phase of testimony as was in its direct testimony? 

Yes, let me provide further clarification as follows. RUCO’s recommended 

surrebuttal rate base adjustments are the same, with the exceptions as 

noted in Section II of this testimony, as the adjustments provided in 

RUCO’s direct testimony. 

Since you have explained the differences in Section II of this 

testimony between what RUCO filed in its direct and surrebuttal 
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A. 

testimonies, is there any real need to duplicate your rationale, 

reasoning, and description of your adjustments here? 

No. The direct testimony speaks for both RUCO’s direct and surrebuttal 

testimonies. My executive summary in this testimony also provides the 

components for RUCO’s recommended revenue requirements such as 1) 

rate base, 2) adjusted operating income, 3) required dollar and percentage 

increase/(decrease) in gross revenue, and the 4) rate of return for each of 

the five districts filed in this case. RUCO’s recommended rate of return 

multiplied by RUCO’s recommended rate base equals RUCO’s 

recommended operating income for each of the five districts filed in this 

docket. However, RUCO would like to make some closing comments and 

provide supporting evidential attachments in response to Ms. Hubbard and 

Mr. Guastella’s rebuttal testimonies. The comments and attachments will 

pertain to two areas as follows: 

1. 

2. 

The numerous abnormal debit accumulated depreciation 

balances (i.e., phantom assets) that exists in each of the 

five districts as filed by the Company in this proceeding; 

and 

The exorbitant or excessive over-depreciation of certain 

groups of assets in each of the districts, with the 

exception of the Mohave Wastewater District, and the 

millions of dollars of over-depreciation in the allocated 

corporate plant. 
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It is imperative to make a clear distinction between the abnormal debit 

accumulated depreciation (,,AID”) balances and the excess credit A/D 

balances. 

Q. 

A. 

Q. 

A. 

First, please describe the events that have caused the abnormal 

debit AID balances found in each of the five districts in this case. 

RUCO’s research and analysis identified three reasons that led to the 

debit AID balances as follows: 

1. Early retirements caused most of Mohave Wastewater 

District’s debit AID balances, which will be discussed in 

more detail later; 

2. Improper accounting when retiring a group of assets from 

non-depreciable accounts; and 

3. Improper accounting when making transfers of assets 

from one account to another. 

Have the abnormal accumulated depreciation balances to which you 

refer been an issue in prior cases for this Company or its 

predecessor AZ-AM? 

It appears they have. Please see RUCO Surrebuttal Attachment 1. This 

attachment consists of two Motions from a prior rate case to extend the 

time to file testimony. Staff stated in its Motion the following, “Some of the 
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plant values in question are significant and could have a dramatic impact 

on the revenue requirement” at lines 27-28. 

In RUCO’s opinion, the only abnormal or debit AID balances in any of the 

five districts that are contentious in nature are the Mohave Wastewater 

District‘s, which I will discuss next. The remaining debit A/D balances 

should be reset to zero due to accounting errors as mentioned above 

earlier. 

Q. 

A. 

Isn’t abnormal or debit AID balances plausible whenever large 

retirements are made early in an asset’s average serviceable life as 

the Company pointed out in its rebuttal testimonies? 

Yes, that is true in circumstances when an asset is a depreciable asset. It 

is also true if some extraordinary retirement took place early in an assets 

life, but it is odd to have an entire district’s A/D balance result in an 

abnormal debit balance as happened in the Mohave Wastewater District. 

That particular scenario is shown in RUCO Surrebuttal Attachment 2 in the 

“Accum. Deprec.” column on line 34 for $20,461. If the Company had filed 

a rate Application for the Mohave Wastewater District using a test-year 

ending December 31, 2008, the Company’s first two-lines on Schedule B- 

1 would have reflected the following: 

10 



1 
2 
3 
4 
5 
6 
7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

I 9  

20 

21 

22 

23 

24 

Surrebuttal Testimony of Timothy J. Coley 
EPCOR Water Arizona, Inc. 
Docket No. WS-01303A-14-0010 

Gross Utility Plant in Service $6,821,733 

Less: 
Accumulated Depreciation 

Net Utility Plant in Service 

I$ 20,461) 

$6.842.194 

The results above would have immediately set off red flags in every 

direction to any rate analyst. The utility industry, particularly the water and 

wastewater industry,’ requires significant investment to generate a dollar 

of revenue. Therefore, depreciation expense is one of if not the largest 

expense found on the income statement of utilities due to the capital- 

intensive nature of the utility industry. In the actual scenario provided 

above, the district‘s overall accumulated depreciation balance has a debit 

or abnormal balance. Then, 21-months later in September 2010, 

retirements again resulted in a near overall debit A/D balance again as 

shown in RUCO Surrebuttal Attachment 3. In my 20 plus years of being a 

utility rate analyst, I have never come across a situation where the overall 

accumulated depreciation balance carried a debit balance. I would 

challenge all involved in this case for a similar scenario of where a private 

or publicly owned utility carrying a debit accumulated depreciation 

balance. Rather than the accumulated depreciation balance being a 

reduction to the utility plant in service (LLUPIS”), the abnormal debit balance 

in A/D in this case is an addition to UPIS. This is not ordinary. It should 

The water and wastewater industry requires the most capital investment than any other utility 
industry to generate $1 of revenue. 
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raise questions as to “how” and “why” this A/D balance resulted in an 

overall abnormal debit balance. The Company’s response to these types 

of DR questions was generally either it was due to early retirements or it 

was approved in the last rate case. I will provide the results of my 

research and analysis into this matter later in my testimony. 

Another extraordinary occurrence in the Mohave Wastewater District is the 

number of significant retirements that have been made over an 

approximate twelve-year time span as indicated in my research and 

RUCO data request (“DR”) and response to DR 31.01. Those numerous 

retirement events begs the question of, is the Company properly planning 

and constructing plant in a wise manner to meet the needs of its 

ratepayers in its original planning stages? It also raises another question, 

should the ratepayer be obligated to provide recovery of an investment 

repeatedly because of improper planning on the Company’s behalf? I 

presume not as my recommended adjustment to the Mohave Wastewater 

District indicates. 

In response to RUCO DR 31.01, which is shown as RUCO Surrebuttal 

Attachment 4, one of the extraordinary retirements was related to water / 

storm flood damage. One would presume the Company would have 

insurance to protect their assets against any such event particularly when 

the Company is in the water and wastewater business. A follow-up DR 

12 
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has been issued requesting if the storm-damaged assets were covered by 

some type of general / property insurance coverage. We are aware that 

the Company has some type of insurance from their Schedule C-I at line 

25, which indicates expenses for property insurance. At the time this was 

written, RUCO has not received a follow-up response to the DR 

mentioned earlier or is unaware of its receipt. 

The majority, at least from a dollar perspective, of the remaining debit A/D 

balances found in the other districts is due to improper accounting or 

early-retired computer equipment that ratepayers should not be obligated 

due to bad procurement decision-making. 

a. 

4. 

Please provide examples in this docket where an accounting error 

created an abnormal debit AID balance. 

Please see RUCO Surrebuttal Attachment 5 as this exhibit illustrates how 

a $3M debit A/D balance was created through improper accounting for an 

asset transfer from one account to another. This particular debit balance 

resided on the Company’s Paradise Valley Water District‘s books. 

As Attachment 5 shows in year 2006 at line 39, the Company transferred 

$2,981,428 of assets from one account to others and debited the 

depreciation balance for the same amount for $2,981,428. This is simply 

improper accounting for transfers of assets. Please take note that this 
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attachment reflects a zero depreciation rate for the account from which the 

assets were transferred. Thus, there is no A/D to transfer. The 

Company’s accounting treats the asset transfer as if it were a retirement. 

That is wrong. There is no entry to A/D whenever an asset is non- 

depreciable or has a zero depreciation rate. This is further illustrated in 

RUCO’s next example. 

This example is also reflected in the same RUCO Surrebuttal Attachment 

5 in the first account titled “Organization.” The attachment shows a non- 

depreciable Organization account with a zero depreciation rate with a 

plant value of $15,350 but with a debit A/D balance of $477,338 in year 

2004. The debit A/D balance is an addition to rate base whereas a normal 

credit A/D balance is a reduction to rate base. This account is also non- 

depreciable and should not have any depreciation associated with it. Yet, 

it reflects a $477,338 debit A/D balance; the Company has created a 

$492,688 phantom asset from a plant balance with only a $15,350 

balance. These debit balances in A/D are simply wrong and must be reset 

to zero and written-off to the Company’s acquisition premium. 

Q. 

4. 

Did Commission Staff recommend similar adjustments to the debit 

A/D balances in this docket? 

Yes. The Company has been earning a return on these phantom assets 

for at least a decade and maybe two decades. No parties to this case can 

14 
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specifically identify the origination date of these phantom asset balances. 

The attachment clearly shows they have existed at least since 2004. My 

research identified other debit A/D balances, albeit smaller amounts, 

existing back as far as 1997. It is now time to correct these errors and 

phantom assets by resetting the debit A/D balances to zero. 

Q. 

A. 

Please address the second issue that relates to the A/D balances. 

The second A/D issue is excessive credit A/D balances, which reflect 

over-depreciation of the Company’s assets. This was another astonishing 

finding related to this case. In the Company’s original filing, the amount of 

over-recovery of depreciation expense is approximately $7M2 through the 

period ending when a Commission Decision in this matter is presumed to 

be rendered (i.e., June 30, 2015). Following are a few examples that I will 

provide in the table below that extracts two account‘s utility plant in service 

and A/D balances as filed in its Revised Rate Application on October 14, 

2014: 

~ 

* Rounded to nearest million dollars. 
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Sun City Water District 

For the Mohave Water District, the preceding tables show the Company 

over-depreciated and collected depreciation expense in ratepayers’ base 

rates over 8 times or $709,706 on the same group of assets. For the Sun 

City Water District, the preceding tables show the Company over- 

depreciated and collected depreciation expense in ratepayers’ base rates 

over 3 times or $2,044,836 on the same group of assets. 

A third example of over-depreciated assets is shown in RUCO Surrebuttal 

Attachment 6, which is the final iteration of the Company’s AZ-Corporate 

plant schedules filed on October 14, 2014 less a proposed Company 

retirement made in January 2012.3 This attachment reflects that the 

Computer Software account is over-depreciated by $3,131,770 

($4,971,450 - $1,839,680 = $3,131,770). This is allocated plant and thus 

each district within the EPCOR system receives a portion of both plant 

and A/D balances as shown in this attachment. The five districts filed in 

this case are apportioned approximately 30 percent of those balances in 

this case. 

The Company proposed January 2012 retirements is ignored here in recognizing the real 
mpacts that all EPCOR ratepayers actually realize today in their rates. 
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Q. 

A. 

Q. 

A. 

Was the Company requesting additional depreciation on these over- 

depreciated assets in its original and revised rate Applications? 

Yes. The Company had requested further over-recovery of depreciation 

expense in both its original and revised rate Application filings beyond the 

$7M that has been over-recovered once the Commission authorizes new 

rates in this proceeding presumed to be June 30, 2015. In EPCOR’s 

rebuttal testimony, the Company agreed “that additional depreciation 

expense should not be computed on groups of assets where the net book 

value, that is the plant balance less the accumulated depreciation balance 

is less than or equal to $0.’’ However, the Company did not take that 

position until after both RUCO and Staff recommended against any further 

recovery of depreciation expense in our direct testimonies. Those plant 

accounts were fully depreciated and in many instances for several years 

and in some cases a decade or more ago. 

You mentioned earlier that the Company proposed some retirements 

to the AZ-Corporate allocable plant. Why did the Company record 

the retirements on January 2012? 

The reason the Company proposed the retirements arose from RUCO DR 

8.01 and 8.03, which the response to RUCO DR 8.03 is provided here as 

RUCO Surrebuttal Attachment 7. That attachment stated, “The items on 

the attachment designated with a superscript “l’’ will be retired and 

removed from the corporate plant total and accumulated depreciation as 
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of 6/30/2013.” Other than mitigating the over-depreciation that is currently 

taking place in prior and present rates, the Company’s plant schedules 

reflect the proposed retirements when EPCOR took over from its 

predecessor AZ-AM. RUCO’s plant schedules do not recognize the 

retirements being made in January 2012 but rather at TY end June 30, 

2013 as the DR response indicated. 

Q. 

A. 

Q. 

A. 

What adjustments did RUCO make in resolving the exorbitant over- 

depreciation of several groups of assets? 

RUCO’s adjustment to account for the over-depreciated groups of assets 

is two-pronged. First, RUCO debited the A/D balances that were in 

excess of the group assets’ book value, which were over-depreciated. 

Secondly, to adhere to the concept of double-entry accounting, RUCO 

setup a regulatory liability for the same a m ~ u n t . ~  That amount was 

debited to A/D and credited to the regulatory liability for the same amount. 

That accounting methodology adheres to the concept that all debits must 

have an equal corresponding amount of credits. 

Did Commission Staff recommend a similar adjustment? 

Partially. Staff made the first part of the adjustment that RUCO mentioned 

earlier. Staff debited the A/D balances by the amounts that were in 

In addition, an amount was added that would be collected by the Company in depreciation 
expense through the period of June 30,2015. 
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excess of the group assets’ original cost. However, Staff did not setup a 

regulatory liability to credit the depreciation expense back on a going 

forward basis for the over-collected and booked depreciation expense. 

Largely, the second part of RUCO’s adjustment, in addition to the post 

test-year plant disallowances, is the difference in RUCO and Staffs 

revenue requirements. RUCO’s engineering consultant, Mr. Radigan, has 

and will address any theoretical issues arising from the depreciation 

adjustments from a theoretical standpoint. 

Q. 

A. 

Are there any other issues that RUCO would like to bring forward 

here? 

Yes. RUCO’s rate base adjustment that reverses the Company’s 

unexpended Contributions in Aid of Construction (“CIAC”) is further 

predicated on the Company’s own ClAC Policy and is attached here as 

RUCO Surrebuttal Attachment 8. The Company’s ClAC Policy states the 

following: 

Utility plant funded by and/or assigned as ClAC or AIAC, will 
be treated as a reduction to Rate Base and will not be 
recouped through customer rates. CIAC/AIAC will be 
depreciated/amortized in accordance with regulatory 
requirements. 

RUCO believes that statement alone substantiates the fact that all non- 

investor supplied capital should be treated as a reduction to rate base. 

This has been a longstanding principle that has long been taught in the 
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rate schools that I have attended over the years. It was not until a past 

Commissioner amended a Recommended Opinion and Order in the last 

Bella Vista case that the fungible cash item received as CIAC was allowed 

to be treated as the Company proposed. RUCO believes that it is bad 

public policy to not account for non-investor supplied capital as a reduction 

to rate base. Due to cash being a fungible asset item and practically 

impossible to track every individual dollar for dollar of what it actually 

funds. Non-investor supplied capital can be used on any expense or 

capitalized item that the Company desires. Therefore, all CIAC, expended 

or not, should be a reduction to rate base. 

9. 

4. 

a. 
4. 

Are RUCO’s surrebuttal revenue requirement schedules attached to 

your testimony? 

No. RUCO’s surrebuttal revenue requirement schedules are attached at 

the close of Mr. Michlik’s surrebuttal testimony. 

Does this conclude your surrebuttal testimony? 

Yes, it does. 
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The Residential Utility Consumer Office (“RUCO”) hereby requests an extension of 

ime to file its Direct Required Revenue Testimony in the above-referenced matter for one 

veek until March I ,  2010. The testimony is currently scheduled to be filed on February 22, 

!010. 

In this matter there has been a considerable amount of discovery requests on 

ssues which have required an inordinate amount of analysis. RUCO has been diligent 

and working hard on this case, but needs the extra time to analyze all of the issues and 

irepare its direct revenue testimony. Despite the fact that RUCO has been fervent in 

.tying to meet the  deadline, at this point it is clear that the extra time is necessary given the 

2xpansive discovery required in this case. RUCO makes this motion in good faith and not 

’or the purpose of delay. 

RUCO’s counsel has contacted counsel for the Company who does not object to 
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the Anthem Community Council, who have no objection to extending the filing date for one 

ueek to March 1, 2010, provided the extension applies to them. 
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STAFF’S REQUEST FOR AN EXTENSION 
OF TLME TO FILE DTRECT TESTIMONY 

By Procedural Order dated September 24,2009, the deadline for Staff and Intervenor 

testimony was February 22,2010. On February 18,2010, the Residential Utility Consumers Office 

(“RUCO”) filed a request for a one-week extension of time to file testimony, until March 1 ,  2010. 

RUCO’s motion was granted by Procedural Order dated February 19,ZO 10. 

Staff hereby requests a one-week extension of time to file its testimony. As noted by RUCO 

in its February I S  request, there have been a considerable number of discovery requests on issues 

which have required an inordinate amount of analysis. A number of unresolved issues related to plant 

in one of the districts involved in this case have arisen as a result of recently-received responses to 

data requests. In order for Staff to finalize its revenue requirement for this system, the Company 

must reconcile a number of plant values contained in its direct case with the values provided in data 

requests. Some of the plant values in question are significant and could have a dramatic impact on 

the revenue requirement. While Staff has been working with the Company, Staff continues to receive 
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?dated information, even as of late today, and more information from the Company is still 

iticipated. 

Staff conditions its request for a one-week extension only on its presumption that the 

'ompany will expeditiously provide the information still needed to complete its testimony in this 

s e .  If for some unknown reason, the Company does not provide the information in a timely 

lanner, Staff may have to request additional time. 

Staff has spoken to both RUCO and the Company and Staff is authorized to represent that 

either objects to the extension of time Staff requests. The Company's counsel indicated, however, 

iat it believes the remainder of the schedule will need to be revisited and its consent is predicated 

pon the parties discussing some alternative dates for the remainder of the schedule and presenting 

lose to the ALJ once agreement is reached. Staff has indicated to the Company's counsel that it will 

g e e  to participate in such discussions for the purpose of adjusting the remainder of the procedural 

chedule as the parties believe necessary. 

WHEREFORE, the Utilities Division Staff respecthlly requests a week extension of time to 

ile its direct testimony in this case. 

RESPECTFULLY SUBMITTED this 26Ih day of February 2010. 

E d 3  Maureen A. Scott. Senior Sta Counse 
Robin R. Mitcheli, Attorney 
Legal Division 
Arizona Corporation Commission 
1200 West Washington Street 
Phoenix, Arizona 85007 
(602) 542-3402 

Original and thirteen (13) copies 
o f  khe foregoing filed this 
26 day of February 2010 with: 

Docket Control 
Arizona Corporation Commission 
1200 West Washington Street 
Phoenix, Arizona 85007 
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Cogies of the foregoing mailed this 
26 day of February 20 10 to: 

Thomas H. Campbell 
Michael T. Hallam 
Lewis and Roca LLP 
40 North Central Avenue, Suite 1900 
Phoenix, Arizona 85004 
Attorneys for Arizona-American Water Co. 

Judith M. Dworkin 
Sacks Tierney PA 
4250 North Drinkwater Blvd, 4~ Floor 
Scottsdale, Arizona 8525 1-3693 
Attorney for Anthem Community Council 

Lawrence V. Robertson, Jr. 
Post Office Box 1448 
Tubac, Arizona 85646-1448 
Attorney for Anthem Community Council 

Larry Woods, President 
Property Owners and Residents Association 
138 15 East Camino Del Sol 
Sun City West, Arizona 85375 

W.R. Hansen 
12302 West Swallow Drive 
Sun City, Arizona 85375 

Greg Patterson 
91 6 West Adams, Suite 3 
Phoenix, Arizona 85007 
Attorney for 'IWAA 

Bradley J. Herrerna 
Brownstein Hyatt Farber Schreck, LLP 
21 East Carrillo Street 
Santa Barbara, California 93 101 
Attorneys for Anthem Golf and Country Club 
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COMPANY: EPCOR Water Arizona Inc. 
DOCKET NO: WS-01303A-14-0010 

Response provided by: 
Title: Director, Regulatory & Rates 

Sheryl L. Hubbard 

Add ress : 2355 W. Pinnacle Peak Road, Suite 300 
Phoenix, AZ 85027 

Company Response Number: RUCO 31.01 Page I of 3 

Q: Mohave Wastewater District’s Retirements - During the course of this rate 
proceeding, RUCO identified that the Company or its predecessor, AZ-AM, 
recorded significant retirements from plant in service since year 2001 in the 
Mohave Wastewater District. Please identify separately the causes and reasons 
that led the Company to retire the plant in the following periods as follows: 

a) 2001 - Retirement of $139,838 (month N/A); 
b) 2004 - Retirement of $233,752 (month N/A); 
c) December 2008 - Retirement of $470,383; 
d) September 2010 - Retirement of $352,213; and 
e) June 2012 - Retirement of $48,793. 

A: In accordance with Utility Plant Instructions, EPCOR (“the company”) charges the 
book cost of all retired property in its entirety to the accumulated depreciation of 
Utility Plant in Service (NARUC account 1 OB). The amounts above were treated 
as such for regulatory accounting purposes. The causes and reasons that led the 
Company to retire the plant are as follows: 

a) The Company notes that the asset retirement mentioned herein was 
recorded in 2001 and there have been at least 2 rate case applications 
and Commission Decisions since that time which have authorized plant in 
service in the respective test years. As such, this request is outside the 
scope of this proceeding. 

It should be also noted that in Decision No. 69440, dated May 1, 2007, the 
Commission adopted the Company’s Net Plant in Service amount for the 
Mohave Wastewater District of $2,595,635, which was also accepted by 
Commission Staff in its post hearing schedules. RUCO, its post hearing 
schedules, proposed a Net Plant in Service amount of $2,587,086. In 
addition, based on its review of the Company’s filing, RUCO, in its direct 
testimony, indicated that, for purposes of its review, it had ‘I started with 
the last Commission approved balance and reconstructed all plant 

Continued to next page .... 
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COMPANY: EPCOR Water Arizona Inc. 
DOCKET NO: WS-01303A-14-0010 

Response provided by: 
Title: Director, Regulatory & Rates 

Sheryl L. Hubbard 

Add r e s  : 2355 W. Pinnacle Peak Road, Suite 300 
Phoenix, AZ 85027 

Company Response Number: RUCO 31.01 Page 2 of 3 

additions, retirements, adjustments, and transfers at the approved 
depreciation rates.” Coley Direct Testimony at 5 (Docket No. 06-001 4). 

b) The Company notes that the asset retirement mentioned herein was 
recorded in 2004 and there have been at least 2 rate case applications 
and Commission Decisions since that time which have authorized plant in 
service in the respective test years. As such, this request is outside the 
scope of this proceeding. 

It should be noted that in Decision No. 69440, dated May 1, 2007, the 
Commission adopted the Company’s Net Plant in Service amount for the 
Mohave Wastewater District of $2,595,635, which was also accepted by 
Commission Staff in its post hearing schedules. RUCO, its post hearing 
schedules, proposed a Net Plant in Service amount of $2,587,086. In 
addition, based on its review of the Company’s filing, RUCO, in its direct 
testimony, indicated that, for purposes of its review, it had “started with the 
last Commission approved balance and reconstructed all plant additions, 
retirements, adjustments, and transfers at the approved depreciation 
rates.” Coley Direct Testimony at 5 (Docket No. 06-0014). 

c) In December 2008, $467,154 was retired from NARUC account 380100 
WW Treatment and Disposal Equipment Sediment Tanks, $1,370 was 
retired from NARUC 380300 Treatment and Disposal Equipment Sludge 
Filtration, and $1,859 was retired from NARUC 380500 Treatment and 
Disposal Equipment Chemical Treatment Plant. The facility was owned by 
Arizona American Water at the time. 

The total of these disposals ($470,383) relate to a single retirement event. 
During 2008, Mohave Wastewater expanded the Wishing Well 
Wastewater treatment plant, and removed/demolished sections of the 
existing plant to expand and upgrade the plant to its current standards and 
capacity. 

Continued on next page ... 
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COMPANY: EPCOR Water Arizona Inc. 
DOCKET NO: WS-01303A-I 4-001 0 

Response provided by: 
Title: Director, Regulatory & Rates 

Sheryl L. Hubbard 

Address : 2355 W. Pinnacle Peak Road, Suite 300 
Phoenix, AZ 85027 

Company Response Number: RUCO 31.01 Page 3 of 3 

d) In September 2010, $291,773 was retired from NARUC account 380625 
WW Transmission Equipment General Treatment, $47,033 was retired 
from NARUC 3554400 WW Power Generating Equipment, $1,267 was 
retired from NARUC 380000 WW Treatment and Disposal Equipment, 
$749 was retired from NARUC 380100 Treatment and Disposal 
Equipment Sediment Tanks, $693 was retired from NARUC 394000 WW 
Laboratory Equipment, and $1 0,698 was retired from NARUC account 
397000 WW Miscellaneous Equipment. The facility was owned by Arizona 
American Water at the time. 

' 

The total of these disposals ($352,213) relate to a single retirement event. 
EPCOR investigation of documents and files available from American 
Water leads the Company to understand the cause as follows; In February 
2010, a storm flooded the Mohave Wastewater facility. The flood damaged 
or destroyed blower and electrical components contained in the NARUC 
accounts described. The Company notes that asset additions (to replace 
the damaged assets) from February 2010 to December 2010 totaled 
$902,730 in the Mohave Wastewater Facility. 

e) In June 2012 $48,793 was retired from NARUC account 361 100, WW 
Collecting Mains. This was caused by manholes being replaced before 
their useful lives (50 years) had been reached. 
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COMPANY: EPCOR Water Arizona Inc. 
DOCKET NO: WS-01303A-14-0010 

Response provided by: Greg Barber 
Title: Controller 

Address : 2355 W. Pinnacle Peak Road, Suite 300 
Phoenix, AZ 85027 

Company Response Number: RUCO 8.03 (I” Supplemental) 

Q: 

A: 

Can you please provide an individual, asset by asset, listing of all corporate assets 
included in each account description? (Ex. 340100, 340300, etc.) An account 
listing is included on the attachment. Please include laboratory equipment in this 
request because that account was not added until 201 1 (i.e., RUCO’s Attachment 
1 is a 2010 copy of a Company’s response, which excluded laboratory equipment, 
to data request 1.52). 

Please refer to the original response to RUCO 8.03. The retirements and 
adjustments to accumulated depreciation by account and by district for corporate 
plant are included in the attachment “RUCO 8.03 - 1’‘ Supplemental Retirements 
and AD adjustments 8-29-1 4.xlsx”. The adjustment to corporate plant of 
$2,100,929.01 and the adjustment to accumulated depreciation of $4,119,170.19 
will be reflected as of 6/30/2013 and will impact the following districts in the 
following amounts: 

Plant in Service 
Mohave Waste Water $ 18,488.1 8 
Mohave Water $ 205,891.04 
Paradise Valley $ 62,817.78 
Sun City $ 299,592.48 
Tu bac $ 7,773.44 

Accumulated Depreciation 
$ 54,736.87 
$609,569.72 
$1 85,980.97 
$886,986.14 
$ 23,014.37 
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Title: Contributions in Aid of Construction (CIAC) and Advances 
in Aid of Construction (AIAC) Policy 
Functional 

Area: Finance / Accounting 

Policy 

Number: f in~acc~gen~po~06~CIAC-AIACpo~2008~10~22 

SCOPE 
This policy applies to EPCOR Water USA. 

POLICY STATEMENT 
Business Objective: The objective of this policy is to ensure the accurate accounting and 
reporting for Contributions in Aid of Construction (“CIAC’J and Advances in Aid of 
Construction (‘AIACq, in accordance with industry specific guidance, which is in 
accordance with United States’ Generally Accepted Accounting Principles (“GAAP”). 

Statement: ClAC and AlAC will be recorded by EPCOR Water USA, based upon the 
provisions of the Developer agreement that the contributions/advances originated from. 
Developer payments and infrastructure assignments will be accounted for as CIAC, 
unless the agreement dictates a full or partial refund of the cash received and/or 
infrastructure assigned. When a developer agreement contains a refund condition, the 
cash received and/or infrastructure assigned will be accounted for as AlAC and 

)er, in ’ ate( weement 

ClAC and AlAC will be paid or assigned to EPCOR Water USA, as dictated by the 
developer agreement. The execution of a developer agreement will commence only 
when the proper ClAC or AlAC have been received. Exceptions will be permitted in 
instances when mandated by a jurisdiction’s regulatory authority as described in the 
CIAC/AIAC practice. A developer agreement funded by ClAC or AlAC will be reconciled, 
upon its completion, to determine whether the incurred costs of construction exceeded 
or fell short of the developer’s contributionladvance. Reconciled differences will be 
reimbursed or refunded, in accordance with the agreement. Decisions to fund above and 
beyond the requirements of a developer agreement (e.g. over-sizing a pipe to benefit the 
overall hydraulics of a water distribution system) will be approved in accordance with the 
Capital Investment Management (TIM”) Policy and Practice. 

A developer agreement funded by AlAC will require EPCOR Water to refund a portion 
of, or the full advance, over a period of time specified in the agreement (e.g. as new 
customers begin to access water service). Refund payments will be processed in 



accordance with the Line Extension Agreement and company disbursement policy, and 
will be distributed once the newly constructed/assigned infrastructure has been placed in 
service. Upon the expiration of a developer agreement, any remaining AlAC balance that 
has not yet been refunded, will become a contribution to EPCOR Water and reclassified 
to CIAC. 

M 0 N ITOR1 NG 
The responsibility of monitoring the compliance with and the consistent application of the 
subject matter set forth within this policy will be assigned to the Capital Assets, Finance, 
and Accounting Teams. 

RE PO RTI NG/M ETRl CS 
Metrics used to evaluate the accuracy of the Company’s ClAC and AlAC transactions 
and balances include general ledger to subsidiary ledger reconciliations performed by 
the Capital Assets Team. 

CONSEQUENCE OF NON-COMPLIANCE 
Any employee who violates or circumvents this policy may be subject to disciplinary 
action up to and including termination. 

REFERENCES 
The following references are in support of the subject matter set forth within this policy: 

Capital Investment Management Policy (pending) 
Capital Investment Management Practice (pending) 
ClAC & AlAC Practice (pending) 
RefundlCompany disbursement Practice 

DEFINITIONS 
A ccum ula fed Deprecia tion (A mortiza tion) --- Depreciation (amortization) expense 

that has been previously incurred on a tangible (intangible) capital asset, up through the 
present time. 

Advances in Aid of Construction (“AIAC”) --- Cash payments or infrastructure 
assignments (plant, property, services, etc.), provided from a third-party as part of a 
Developer agreement, required to be refunded in a manner dictated by the agreement. 

Allowance for Funds Used During Construction (“AFUDC”) --- A non-cash credit to 
income and a corresponding debit to Construction Work in Progress (IICWlP’J, resulting 
in current-period income and representing the cost of borrowed funds and a return on 
equity on funds devoted to a utility’s investment in CWIP. 

Amorfization --- The process of distributing the cost of an intangible capital asset over 
its estimated Useful Life. 

Contributions in Aid of Construction (“ClAC’g --- Cash payments or infrastructure 
assignments (plant, property, services, etc.), provided from a third-party as part of a 
Developer agreement, representing a permanent infusion of capital, not required to be 
refunded . 

Construction Work in Progress (“CWP’Y --- A temporary holding account used to 
collect expenditures incurred during the design and construction of capital assets. CWlP 
expenditures are eventually capitalized and then Depreciated or Amortized, once the 
asset is placed in service. 

Depreciation --- The process of distributing the cost of a tangible capital asset over its 
estimated Useful Life. 



Developer --- A third-party engaged in an agreement with the Company which involves 
the permanent or temporary contribution or advance of cash or infrastructure, necessary 
to extend service to new areas. 

Rate Base --- A utility’s total investment in those facilities used and useful in providing 
service. A rate of return is applied to a utility’s rate base to obtain the level of earnings at 
which the utility should be able to successfully operate. The main components of rate 
base include Utility Plant (net of Accumulated Depreciation and Amortization), Allowance 
for Funds Used During Construction (“AFUDC”) and Construction Work in Progress 
(“CWlP’?; components vary depending on the jurisdiction’s regulatory authority. 
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EXECUTIVE SUMMARY - SURREBUTTAL 

The Residential Utility Consumer Office (“RUCO’’) has reviewed EPCOR 
Water Arizona Inc.’s (“EWAZ” or “Company”) rebuttal testimony. I will address 
the Company’s rebuttal issues relating to operating income, revenue 
requirement, and rate design testimonies. Mr. Ralph Smith will address the 
Company’s rebuttal issues related to corporate expense allocations. Mr. 
Timothy Coley will address the Company’s rebuttal issues related to rate 
base. Mr. Frank Radigan will address the Company’s rebuttal issues related 
to post-test year plant, and Mr. Robert B. Mease will address the Company’s 
rebuttal issues related to cost of capital, and the System Improvement 
Benefit (“SIB”) Mechanism. 

The following are the Company’s and RUCO’s proposed rate base and 
adjusted operating income positions as filed in its direct, rebuttal, and 
surrebuttal testimonies. 

The following tables present the required gross revenue increase as filed 
by the Company and RUCO in their direct, rebuttal, and surrebuttal 
testimonies. 

... 
111 
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The Company is requesting a rate of return of 6.81 percent in its rebuttal 
testimony on its fair value rate base ("FVRB"). RUCO in proposing a rate 
of return of 6.09 percent on the FVRB. 

iv 
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INTRODUCTION 

Q. 

A. 

Q. 

A. 

Q. 

A. 

Q. 

A. 

Q. 

A. 

Q. 

A. 

Please state your name for the record. 

My name is Jeffrey M. Michlik. 

Have you previously filed testimony regarding this docket? 

Yes, I have. I filed direct testimony in this docket on January 23, 2015. 

What is the purpose of your surrebuttal testimony? 

My surrebuttal testimony will address the Company’s rebuttal positions, 

proposals and comments pertaining to the adjustments RUCO 

recommended in direct testimony. In addition, my surrebuttal testimony will 

also include additional adjustments that RUCO is now recommending. 

What areas will you address in your surrebuttal testimony? 

My surrebuttal testimony will address RUCO’s recommended rate base, 

operating income, revenue requirement, and rate design. 

How is your surrebuttal testimony organized? 

My surrebuttal testimony is presented in three sections. Section 

addresses surrebuttal operating income adjustments, Section I1 rate design, 

and Section I II addresses adjustor mechanisms. 

Please identify the schedules that you are sponsoring in RUCO’s 

surrebuttal testimony. 

I am sponsoring RUCO surrebuttal schedules 1, 2 and 17 through 33 with 

the exception of 24. 

RUCO recommend 11 operating adjustments in its direct testimony, and 

1 
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recommends 12 operating adjustments in its surrebuttal testimony. Most of 

RUCO’s operating adjustments were discussed in RUCO’s direct testimony, 

however, where appropriate RUCO has added new or additional comments. 

Q. Can you please identify the operating income adjustments along with 

the dollar amounts that RUCO is recommending? 

Yes, please see the table below that summarizes RUCO’s recommended 

operating income adjustments: 

A. 

Include CAP Costs in 

Remove APS 

Corporate Allocation 

Operating Income 
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1. OPERATING INCOME SURREBUTTAL ADJUSTMENTS 

Operating Income Adjustment No. I - Annualizations 

Q. 

A. 

Q. 

A. 

Q. 

A. 

Did you address RUCO's adjustment to Annualizations by using the 

test year-end number of customers to annualize revenues? 

Yes. 

Do you have anything additional to add to your surrebuttal testimony? 

Yes. 

The Company has stated that the Commission in the past has 

approved the Company's use of annualizing revenues by using the 

test year average number of Customers. Please comment.' 

That is true, however RUCO did not challenge that position in the past, as 

the annualizations appeared reasonable. RUCO is challenging that position 

now, because of the significant changes it has on the test-year revenues as 

presented below: 
~-~~ ~ -~"- 

rm-- ~ -I___ 

i Customer Annualization Annualization Adjustment to 

t I 

Com pany Average RUCO End of Test Year 
I 

L ~ - -  l_--_l__lll_-- 

See the Direct Testimony of Company Witness Sandra L. Murrey page I O ,  line 12, in this 
docket. 
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Q. Did EPCOR and its predecessor Arizona-American Water Company 

use the same average customer count methodology as Mr. Bourassa 

has used in this case? 

A. No. 

Q. Did the Company use an average customer count to pro-forma its 

annualizations in the Chaparral City Water Case? 

Yes, and the results are shown below: A. 

Q. 

A. 

Q. 

A. 

-~~ Enualizations to Present Ihnual iz3EsLo Present 

$ 
(Rates Commercial hnualization to Present Rates 

9,419 1 $ 273555 ' $- -111 I ~ - - --I L -. _- -----__- --E9973 I m-.-.""-."L-.- - "  ~ -~ 

Are you suggesting that a Company cannot have negative customer 

annualizations? 

No. However, the Company should be able to explain, why they have 

negative customer annualizations. For example, during the housing market 

crash in 2009, it makes sense that there would be negative annualizations 

due to the fact that houses were foreclosed on. 

The Company now makes the argument that seasonality exists to 

justify its support of the average customer count annualization 

methodology? 

Yes. However, the Company has not provided any evidence just a blanket 

statement. It should also be noted that the Company is using a test-year 

end of June 30, 2013. Any seasonality effects as a result of snow birds 

coming to Arizona in the winter months have been eliminated, and 
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conversely any seasonality effects related to customers moving in 

December have also been eliminated. 

Q. 

A. 

Has the Commission addressed the issue of average customer 

annualizations and end of year test-year annualizations? 

Yes in Decision No. 72059 (dated January 6,201 

were reversed. 

in that case the roles 

RUCO argued for an average customer count. “The test-year end customer 

count was approximately 350 fewer customers in December than in the 

month of June. This appears to be the result of seasonality rather than a 

mass exodus from RRUl’s certificated area.’’ 

The Company’s consultant Mr. Bourrassa argued to use the end of the test 

year customer count to annualize test-year revenue. 

The Commission ultimately ruled the “relatively minor adjustment to test 

year revenues results from the standard ratemaking practice of 

annualizing revenues based on end of the test year customer 

numbers. We are not persuaded that there is reason in this case to 

deviate from this pra~tice.”~ 

Docket No. WS-02676A-09-0257. 
See the Summary Testimony of Timothy J. Coley in Docket No. WS-026267A-09-0257, RIO 

Utility Inc. 
See Decision No. 72059 page 13, line 20. 

Rico 
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In Conclusion, Decision No. 72059 supports the use of annualizing 

revenues based on end of the test year customer numbers. The 

methodology Mr. Bourassa has used in the past. 

Q. 

A. 

Does RUCO agree with Mr. Bourassa’s statement on page 4 of his 

rebuttal testimony in which he states “It is assumed that the year-end 

number of customers is the number of customers expected on a going 

fotward basis”? 

Yes, and that is what RUCO has done. 

Operating Income Adiustment No. 2 - Reverse Declining Usage Adiustment 

Q. 

A. 

Q. 

A. 

Q. 

A. 

Q. 

A. 

Did you address RUCO’s adjustment to reverse the Company’s 

declining usage adjustment in your direct testimony? 

Yes. 

Is there anything you would like to add? 

Yes. 

Does the State of Arizona use a historic Test Year? 

Yes, that allows for pro-forma adjustments. Companies can make pro-forma 

adjustments to actual test year results and balances to obtain a normal or 

more realistic relationship between revenues, expenses and rate base, 

based on the known and measureable costs. 

How does the Arizona administrative code define projections? 

R14-2-103(3) K “Projections” -- Estimate of future results of operations 

based upon known facts or logical assumptions concerning future events. 
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Q. 

A. 

Q. 

A. 

Are customer usage patterns in future years known and measureable? 

No. As explained in my direct testimony, based on past data the Company 

has projected these patterns into the future. This is similar to what other 

states use to forecast projected test years. 

That is why I believe, Staff was careful in its adjustment based on known 

and measureable usage after the test year in the Chaparral City Water 

Company case, and which the Commission cited in its Decision: 

“Staff agrees that a declining usage adjustment is appropriate in this case, 

but not for the same reasons as the Company. Staffs agreement is based 

not on the Company’s analysis of the three years prior to the test year, but 

on data provided to Staff by the Company which showed that 

consumption patterns continued to change during the post test year 

period. Staff sfates that its recommendation to adopt the declining usage 

adjustment is based on a known and measurable change to the test year 

usage levels, and not on events that predate and are already reflected in 

test year results. 

For the reasons provided by Staff, the declining usage adjustments 

proposed by the Company are reasonable and will be adopted. ’’5 

Did Staff accept the Company’s declining usage adjustment? 

Yes, but Staff gave no explanation for accepting the Company’s adjustment. 

See Decision No. 74568 
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Q. 

A. 

Q. 

A. 

Q. 

A. 

On page 4 of 27 of Mr. Bourassa’s rebuttal testimony, Mr. Bourassa 

testified that the “declining usage adjustment is similar to a revenue 

annualization adjustment in which revenues are adjusted (typically 

upward) based upon the year end number of cusfomers.” Do you 

agree? 

No, not even close. In order to make annualizations consistent with Mr. 

Bourassa declining usage methodology we would have to go back to the 

last rate case, find the average number of customers for each customer 

class and then measure the increase or decrease in the number of 

customers in the current case. For example, the average number of 5/8 x 

3/4 customers in the Mohave Water District in its last rate case was 14,309 

and the average number of customers in this case 14,634, an increase of 

2.3 percent. The 2.3 percent increase would then be added to test-year 

revenue; and then the rate design would have to have been adjusted to 

project the increase to future years. As we would assume this increase 

would continue into the future. 

Did RUCO make a projection of customer annualizations into the 

future years as the Company has done with declining usage? 

No, RUCO will wait for a legal outcome in this case, as to whether a historic 

test year still applies. 

Please comment on Mr. Bourassa’s statement on page 4, line 25 of his 

Rebuttal Testimony that i f  a Plan of Administration is adopted it 

should work both ways. 

I’m not saying that RUCO would agree, but if Mr. Bourassa wants it to work 

both ways he should have proposed an adjustor mechanism. 
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Operating Income Adjustment No. 3 - Add Central Arizona Project charges 

to Base Rates 

Q. Did you address RUCO’s adjustment to include Central Arizona 

Project Charges in base rates for both the Sun City Water District and 

Paradise Valley Water District and the compliance requirements 

ordered by the Commission in your direct testimony? 

4. Yes. 

9. 

4. 

Do you have anything additional to add to your surrebuttal testimony? 

Yes, Staff addressed the issue of non-compliances in their rate design 

testimony as follows: 

‘Paradise Valley Water District’s Cap Surcharge 

Q. 

4. 

3. 

4. 

What did the Commission order with regards to Paradise Valley Water 

District‘s CAP surcharge? 

Per Decision No. 72208, the Commission ordered Paradise Valley Water 

District in its next rafe application to file “the inclusion in base rafes of fhe 

CAP capital and delivery charges and the elimination of the CAP 

surcharge ”. 

What did the Company propose? 

The Company requested to retain the CAP surcharge, but did not 

specifically comply with the Commission’s directive. 
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Q. 

A. 

Q. 

A. 

What does Staff recommend? 

Staff certainly believes the non-compliance issue needs fo be addressed. 

However, the cost of CAP wafer charges change every year. Staff believes 

it is more appropriate to keep the surcharge the way it is, i.e., retaining the 

CAP surcharge for Paradise Valley Water Distrkt. 6J’ 

Staff made the same recommendation for the Sun City Water District. 

Was the issue as simple as the Company not filing compliance reports 

as indicated by Mr. Landerking in his direct testimony? 

No, the part that Mr. Landerking left out was that Staff was also concerned 

that the Company, then Arizona-American Water Company, in its Paradise 

Valley Water District had also included charges that were not authorized in 

the prior commission decision (see attachment A). 

However, it appears Staff no longer has that concern. 

Similarly, a few months later Staff was concerned that the Company then 

Arizona-American Water Company in its Sun City Water District had over- 

collected $71 0,046 as of August 201 0. Also the Sun City West Water District 

which is not part of this rate case filing had an over-collected amount of 

$228,079 as of August 2010 (see attachment B). 

Staff very clearly stated in the Staff report: 

j See the direct testimony of Staff witness Phan Tsan, page 14, line 6. 
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“Staff believes that, in its next rate application filed for the Sun City Water 

District and Sun City West Water District, the Company should include the 

CAP capital cost and delivery charges and the offsetting replenishment 

credifs in ifs base rates, thereby eliminating the need for the GSF surcharge 

in the future. ” 

Apparently Staff no longer has these concerns either. 

Q. 

A. 

Q. 

A. 

Q. 

A. 

Has the $710,046 or $228,079 ever been refunded to ratepayers? 

I do not know. 

Please comment on Mr. Landerking’s statement that the Commission 

recently approved a CAP surcharge mechanism for Chaparral City 

Water Company. 

That is true. However, the information cited above was not part of the 

record in that case. Only that the Company had similar CAP surcharges 

in some of its other districts, but there was no mention from the Company 

that the Commission had adopted Staffs recommendations that the CAP 

surcharges be eliminated in the Company’s next filing. 

Are you an Attorney? 

No. 
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Q. 

A. 

Q. 

A. 

However, you are familiar with the Commission process for correcting 

errors in prior decisions? 

Yes. If the Commissioners believe there is an error or mistake in a prior 

decision based on new information, then the Commission can correct a prior 

decision under Section 40-252. 

Do you believe there was a mistake made by Mr. Darron Carlson (the 

originator) or Mr. Steven Olea (the reviewer) when they submitted 

Staffs reports regarding the CAP surcharge and recommendations 

that were approved by the Commissioners’ in those two decisions? 

No. To be honest RUCO is at a loss on how Commission Staff can override 

two prior Commission decisions based on recommendations they provided 

to the Commission. 

Operating Income Adiustment No. 4 - Remove APS Estimated Power Costs 

Q. 

A. 

Q. 

A. 

Did you address RUCO’s adjustment to remove estimated power costs 

in your direct testimony? 

Yes. 

Do you have anything additional to add to your surrebuttal testimony? 

Although RUCO opposes the Company’s Power Cost Adjustment 

Mechanism (“PCAM”), which will be discussed later, if the Commission is 

inclined to give the Company a PCAM, there is no need for this adjustment, 

as the Company would automatically pass all of the power increases to its 

ratepayers. 
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Operating Income Adjustment No. 5 - Remove ACRM Surcharge and 

Deferred O&M Charges 

Q. 

A. 

Q. 

A. 

Q. 

A. 

Q. 

A. 

Did you address RUCO’s adjustment to remove the ACRM Surcharge 

and Deferred O&M charges in your direct testimony? 

Yes. 

Have you read the rebuttal testimony of Shawn Bradford and Sandra 

L. Murrey on the issue of the ACRM Surcharge and Deferred O&M 

charges? 

Yes. 

Has Mr. Bradford provided an alternative to the recovery of the 

$101,712 of Deferred O&M Charges related to Arsenic Media?7 

Yes. The Company has proposed recovery of the Deferred O&M charges 

through a surcharge. The Company proposes 50 percent of the surcharge 

will be collected through a fixed component and 50 percent will be collected 

through a commodity component on the customer’s bill. The Company 

proposes a three year period to collect these charges. 

What is RUCO’s opinion? 

RUCO is agreeable to the Company’s proposal provided that the Company 

files a yearly compliance report showing the amount of surcharges collected 

and the amount to be collected on a yearly basis, and that the Company 

files a final report showing that the Deferred O&M charges of $101,712 have 

been fully recovered. Second RUCO considers this the Company’s ACRM 

See the Rebuttal Testimony of Company Witness Shawn Bradford page 3, line 12. 
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Step-Two mechanism, and the Company should not ask for an additional 

ACRM Step-Two mechanism in the future for its Tubac Water District, 

unless it puts in another Arsenic Treatment plant. 

Q. 

A. 

Q. 

A. 

Do you agree with the Company’s proposal not remove the ACRM 

Step-One ACRM?8 

No. The effects of the ACRM surcharge can be shown in the typical bill 

analysis. This should not be used as an excuse by the Company to over- 

collect on its Step-One ACRM charges, which have now been rate based. 

What is RUCO’s recommendation? 

Based on new information submitted by the Company to RUCO, and to 

lessen disputes between the parties RUCO has removed this adjustment, 

see RUCO Schedule-15 for the Tubac Water District. RUCO agrees with 

the Company that it should be able to collect the $101,712 in deferred costs 

related to arsenic media over a three year period through a surcharge. 

Operating Income Adjustment No. 6 - Corporate Allocation Expense 

Please See the Surrebuttal Testimony of Ralph Smith. 

Operating Income Adjustment No. 7 - Adjust Rate Case Expense 

Q. Did you address RUCO’s adjustment to rate case expense in your 

direct testimony? 

A. Yes. 

See the Rebuttal Testimony of Company Witness Sandra L. Murrey on page 14, line 19. 
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Q. 

A. 

Q. 

A. 

Do you have anything additional to add in your surrebuttal testimony? 

Yes. 

Is RUCO allowed to charge the Company for the numerous hours it 

has had to work with the Company in order to correct its plant 

schedules? 

No, and RUCO did not factor this into its rate case expense determination, 

if it had RUCO’s recommended amount would be much less or negative. 

Operating Adjustment No. 8 - Reverse Tank Maintenance Expense 

Q. 

A. 

Q. 

A. 

Q. 

A. 

Q. 

A. 

Did you address RUCO’s reversal of the Company’s Tank Maintenance 

Expense in your direct testimony? 

Yes. 

Do you have anything additional to add in your surrebuttal testimony? 

Yes. 

Do the Tank Maintenance Expense costs presented in Table I. Tank 

Maintenance spent by District included in Mr. Stuck’s rebuttal 

testimony match the costs given to RUCO in data request No. 16.01 

from the Company’s general ledger? 

No. 

Does RUCO have any new concerns? 

Yes. Mr. Stuck has stated that in 2018 that the Company plans to expend 

$432,000 in tank maintenance expenses for the Havasu Water District. If 

the Company were to file a rate case using a 2018 test year, the Company 
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could claim $432,000 as the going forward expense for tank maintenance 

expense. Any amounts less than the $76,320 approved annually for the 

Havasu Water District in Commission No. 73145 would be pocketed by 

the Company, as there is no true-up, and no recovery for ratepayers as 

the Company could say that this is retro-active ratemaking. 

This reinforces RUCO’s recommendation that if the Commission is 

inclined to have customers pre-pay for tank maintenance expense then it 

be properly tracked separately and any ratepayer money over-collected at 

the end of some future period in this case 14 years be refunded to 

ratepayers with interest. 

Operatins Adjustment No. 9 - Depreciation Expense 

Q. Did you address RUCO’s depreciation Expense in ,mr  direct 

testimony? 

A. Yes. 

Q. 
4. 

Do you have anything additional to add in your surrebuttal testimony? 

Yes. Any changes that RUCO has made to its plant adjustments will flow 

through to RUCO’s depreciation expense. 

Operating Income Adjustment No. 10 - Property Tax Expense 

Q. Did you address RUCO’s Property Tax Expense in your direct 

testimony ? 

4. Yes. 
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Q. 

4. 

Do you have anything additional to add in your surrebuttal testimony? 

Yes. RUCO uses the most current property tax assessment rates on a 

going-forward basis, while the Company uses outdated property tax 

assessment rates. 

Operating Income Adjustment No. 1 I - Income Tax Expense 

Q. Did you address RUCO’s Income Tax Expense in your direct 

testimony? 

4. Yes. 

Q. 
4. No. 

Do you have anything additional to add in your surrebuttal testimony? 

11. Rate Design 

Q. 

4. 

a. 

4. 

a. 

4. 

Has RUCO prepared a summary of the Company’s present rates, 

proposed rates, and RUCO’s surrebuttal recommended rates for the 

Company? 

Yes, see RUCO Surrebuttal Schedule 31. 

Did RUCO prepare a typical bill analysis for a 5/8 x 3/4 inch customer 

based on its surrebuttal testimony? 

Yes. Please see RUCO Surrebuttal Schedule 32. 

Did you prepare a typical bill analysis for a 518 x 314 inch customer 

which takes into account the effects of ACRM Step-One and ACRM 

Step-Two surcharge? 

Yes. Please see RUCO Surrebuttal Schedule 33. 
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Q. 

A. 

Q. 

A. 

Q. 

A. 

Q. 

A. 

Does the Company’s rate design for the Paradise Valley Water District 

contain bill cross-over issues? 

Yes. 

What do you mean by cross-over issues? 

A cross-over issues occur when a larger sized meter customer pays less 

than a smaller sized metered customer. 

Have you graphed the results of RUCO’s rate design and the 

Company’s rate design for the Paradise Valley Water District? 

Yes. Exhibit 1 shows there are no cross-over issues with RUCO’s rate 

design. Exhibit 2 shows there are multiple cross-over issues with the 

Company’s rate design, rendering it useless. 

Does this surprise RUCO? 

Yes, since Mr. Bourassa described these as serious flaws to rate design 

(see Attachment C). 

Ill. Adjustor Mechanisms 

Power Cost Adjustment Mechanism (“PCAM”) and Affordable Care Act 

Adjustment Mechanism (“ACAM”) 

Q. Did you address these two new adjustor mechanisms in your direct 

testimony? 

A. Yes. 

Q. 

A. Only on the PCAM. 

Do you have anything additional to add in your surrebuttal testimony? 
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Q. 

A. 

Q. 

A. 

Q. 

A. 

Q. 

A. 

Is this just an example of another one sided adjustor that both Staff 

and the Company want the Commission to approve? 

Yes. Mrs. Hubbard in her direct testimony boasts about how the Company 

has lowered its usage through energy efficiency  program^.^ 

Do Staff and the Company want to pass these energy efficiency 

programs that lower costs through lowered usage of power to 

rate pa ye rs? 

No, the Company and Staff want to pass on the cost of new rates to 

ratepayers and not any of the lowered costs gained through energy 

efficiency programs. So any efficiencies gained are pocketed by the 

Company and not the ratepayer. 

Does your silence on any of the issues, matters or findings addressed 

in the testimony of any of the witnesses for the Company constitute 

your acceptance of their positions on such issues, matters or 

findings? 

No. RUCO limited its discussion to the specific issues outlined above. 

RUCO’s lack of response to any issue in this proceeding should not be 

construed as agreement with the Company’s position in its rebuttal 

testimony; rather, where there is no response RUCO relies on its original 

direct testimony. 

Does this conclude your surrebuttal testimony? 

Yes. 

See the Direct Testimony of Company Witness Sheryl Hubbard, page 6, line 23 in this docket. 
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ORIGINAL ---------- M E M O R A N D U M  

TO: Docket Control 
Arizona Corporation Commissip 

Director 

2010 APR30 A 9: 10 

DATE: April 30,2010 

RE: DOCKET NO. W-01303fibS-OS07, STAFF RESPONSE TO ARIZONA-AMERICAN 
WATER COMPANY’S FILING ITS CAP SURCHARGE CALCULATION FOR 
YEAR 2010, RECEIVED MARCH 9,2010. 

On March 9, 2010, Arizona-American Water Company (“Company”) filed its Central 
Arizona Project (,‘CAPy’) surcharge calculation for its Paradise Valley Water Division, in 
accordance with Decision No. 61831 (July 20, 1999). Under the terms of that Decision, the 
Company is required to file an annual true-up of its CAP surcharge. That Decision further 
contemplated that Staff would review and approve the calculation of the CAP surcharge. 

On April 7,2010, Staff filed a notice indicating that it had reviewed the Company’s filing 
and had some concerns with the surcharge calculation. Accordingly, Staff could not approve the 
surcharge calculation at that t h e ,  and the Company was thereby notified that it should not begin 
collection of the new surcharge amount. 

Staff notes that the Company has failed to file the required annual true-up of its CAP 
surcharge since 2006, but has continued to collect the surcharge amount calculated at that time, 
Further, in addition to the regular CAP surcharge amount, the Company seeks to recover, over 
the next three years, an amount in excess of one million dollars that it claims was an under 
recovery for the years 2006,2007,2008, and 2009. 

The Company asserts that Decision No. 68858 (July 28, 2006) authorized it to transfer 
power cost savings reimbursed by Motorola from the surcharge calculation to calculations in 
base rates. Staff does not agree, Staff finds no discussion of this issue in the Decision and 
concludes that the Commission did not authorize any such transfer. I 

Further Staff finds that the Company has included unauthorized new charges in its 
calculation of the surcharge. The CAP - Tonopah Desert Recharge Facility fee which began in 
2007 and has been recorded at $25,848 per year was not authorized to be included in the CAP 
surcharge. Staff believes the surcharge should reflect only the M&I charges and the related 

savings. Arizona Corporation Commission 
DOCKETED 

APR 3 0 2010 
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Staff recommends that the Company re-file its calculation of the CAP surcharge for 2007, 
2008 and 2009 to reflect the then current M&I charges and the appropriate power savings and 
fees savings accordingly. 

Staff further recommends that the Company file its annual true-up on December 1st of 
each year as per Decision No. 6 183 1. If there is an under recovery due to the Company’s failure 
to timely update the surcharge, it shall forfeit any under recovery that may occur in the future. 

Staff further recommends that the authorized CAP surcharges be reviewed in the next 
rate case for the Paradise Valley Water Division and consider the feasibility of including the 
future M&I costs in base rates and eliminating the CAP surcharges permanently. 

SM0:DWC:tdp 

Originator: Darron Carlson 
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I 

OPEN MEETING 

I .  - *  , 
FROM: Utilities Division L’-;,;l‘,i, cl::;;,.L, ; 
DATE: November 17,20 IO 

RE: M THE MATTER OF THE APPLICATION OF ARIZONA-AMERICAN WATER 
COMPANY, AN ARIZONA CORPORATION, FOR ADJUSTMENTS TO ITS 
GROUNDWATER SAVINGS FEE FOR UTILITY SERVICE IN ITS SUN CITY 
WATER DISTRICT AND ITS SUN CITY WEST WATER DISTRICT (DOCKET 
NOS. W-O1656A-98-0577 AND WS-02334-4-98-0577) 

I. Introduction 

Pursuant to Decision No. 62293 (February 1 , 2000), Arizona-American Water Company 
(“Az-Am” or “Company”) filcd an application on September 24, 2010, with the Arizona 
Corporation Commission (“Commission”) revising its Groundwater Savings Fee (“GSF”) 
surcharge rate. The GSF surcharge rate requested for the Sun City Water District is a credit of 
($0.8325) per household per month for residential customers and a credit of ($0.0590) per 1,000 
gallons for all usage for commercial, public authority, and irrigation customers. The GSF 
surcharge rate requested for the Sun City West Water District is a credit of ($0.1245) per 
household per month for residential customers and a credit of ($0.0 13 1) per 1,000 gallons for all 
usage for commercial customers. These amounts are to be effective as of November 1, 2010, 
and run for one year to offset the over-collected balances that have accumulated less the 
estimated Central Arizona Project (“CAP”) 20 1 1 costs. 

The Sun City Water District over-collection amounts to $710,046 (as of August 2010) 
and is offset by its 2011 estimated CAP costs of $337,913 resulting in an estimated over- 
collected balance of $372,133 that the requested GSF credit is intended to cover. The Sun City 
West Water District over-collection amounts to $228,079 (as of August 2010) and is offset by its 
201 1 estimated CAP costs of $ I  91,341 resulting in an estimatcd over-collected balance of 
$36,738 that the requested GSF credit is intended to cover. 

The current GSF surcharge for the Sun City Water District is $1.565 per household per 
month for residential customers and $0.1 192 per 1,000 gallons for all usage for all users other 
than residential. The current GSF surcharge for the Sun City West Water District is $1.5958 per 
household per month for residential customers and $0.1740 per 1,000 gallons for all usage for all 
users other than residential. These current rates have been in effect since December I ,  2005. 
Although Decision No. 62293 indicated that the Company was to file an annual revisiodupdate 
of the GSF surcharge by November 1 of each year to become effcctive the following 
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Dcccmbcr 1, the Company failed to revise the GSF surcharge since November 1,2005, resulting 
in thc current rate effective December I ,  2005. 

21. Background 

On October 1, 1991, Az-Am filed with the Commission an application for approval of a 
CAP water utilization plan, authorization of a groundwater savings fee, and recovery of CAP 
expenses. Decision No. 62293 authorized the current calculation methodology which allows the 
Company to collect its current CAP capital and delivery charges and offsets those expenses with 
ground\vater replenishment credits. For the first five years of the GSF surcharge there was an 
additional charge attributed to deferred CAP charges. These deferred charges, having now been 
fully collected, are no longer a component of the current GSF surcharge calculation. 

The Commission established the GSF surcharge to aid the Company in its efforts to 
utilize renewable sources of water and minimize its use of ground water. 

111. Calculation of GSF Surcharge 

The Company was to file annual revisionshpdates of the GSF surcharge and did so 
regularly for the first five years. However, the Company has failed to file an update of the GSF 
surcharge since Novembcr 1,2005, resulting in the previously described over-collections. 

The Company’s application indicates that the requested GSF surcharge credit rates 
should eliminate (or substantially reduce) thc over-collected balances within a 12-month period. 
The Company requests that the new surcharge credit rates become effective November 1,2010. 

Staff finds the Company’s requested GSF surcharge credit rates acceptable. All 
residential customers in the Sun City Water District will experience a $2.3975 reduction in their 
monthly bill. All residential customers in the Sun City West Water District will experience a 
$1.7203 reduction in their monthly bill. 

Staff believes that, in its nest rate applications filed for the Sun City Water District and 
the Sun City West Water District, the Company should include the CAP capital cost and delivery 
charges and the offsetting replenishment credits in its base rates, thereby eliminating the need for 
the GSF surcharge in the future. 

IV. Conclusions and Recommendations 

Staff concludes that authorization of the GSF surcharge credit rates is appropriate. 

Staff recoininends approval of the GSF surcharge credits as described herein, to be 
effective November 1,2010. 



THE COMMISSION 
November 17,2010 
Page 3 

Staff further recommends that the Company be ordered to incorporate in its next rate 
applications filed for the Sun City Water District and the Sun City West Water District, a 
description of how to include in base rates the CAP capital and delivery charges along with the 
offsetting replenishment crcdits and the elimination of the GSF surchargc. 

Staff further recommends that the Company notify its customers of the GSF surcharge 
tariff approved herein by December 15,20 10. 

Director 
Utilities Division 

SM0:DWC:lhmUFW 

ORIGINATOR: Darron W. Carlson 



ATTACHMENT C 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

I 13 

I 14 

I 15 

1 16 

I 17 

I 18 

19 

20 

21 

1 22 
I 23 

24 

25 

26 

FENNEMORE CRAIG, P.C. 
Jay L. Shapiro (No. 014650) 
Todd Wiley (No. 015358) 
2394 E. Camelback Road 
Suite 600 
Phoenix, Arizona 85016 
Attorneys for Liberty Utilities (Litchfield Park Water & Sewer) Corp. 

BEFORE THE ARIZONA CORPORATION COMMISSION 

M THE MATTER OF THE 
APPLICATION OF LITCHFIELD PARK 
SERVICE COMPANY, AN ARIZONA 
CORPORATION, FOR A 
DETERMINATION OF THE FAIR 
VALUE OF ITS UTILITY PLANTS AND 
PROPERTY AND FOR INCREASES IN 
ITS WATER RATES AND CHARGES 
FOR UTILITY SERVICE BASED 
THEREON. 

IN THEMATTER OF THE 
APPLICATION OF LITCHFIELD PARK 
SERVICE COMPANY, AN ARIZONA 
CORPORATION, FOR A 
DETERMINATION OF THE FAIR 
VALUE OF ITS UTILITY PLANTS AND 
PROPERTY AND FOR INCREASES IN 
ITS WASTEWATER U T E S  AND 
CHARGES FOR UTILITY SERVICE 
BASED THEREON. 

DOCKET NO: W-01427A-13-0043 

DOCKET NO: SW-01428A-13-0042 

REBUTTAL TESTIMONY OF 
THOMAS J. BOURASSA 

RATE BASE, INCOME STATEMENT AND RATE DESIGN 

October 23,2013 
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PENWEMORE CRAIG 
A?wnmonu C o R ~ o u n o n  

P"0.111 

Q- 

A. 

Q. 

A. 

Q. 
A. 

FROM A BIG PICTURE VIEWPOINT, DOES THE STAFF AND/OR RUCO 

RATE DESIGN APPEAR REASONABLE? 

No. Staff recommends an overall revenue increase of approximately 10 percent, 

yet the average customer bill impact for the largest customer class (3/4 inch 

residential) will decrease. The same is true for RUCO. RUCO recommends an 

overall revenue increase of approximately 10 percent, yet the the average customet 

bill impact for the largest customer class (3/4 inch residential) will also decrease. 

That means that water is becoming cheaper for the average % inch residential 

customer (the largest customer class) even though Staff is recommending an 

overall rate increase. This is not reasonable, as I explain below, because of the risk 

it puts on the Company. It also sends the anti-conservation message that water is 

getting cheaper, as I also discuss in more detail below. 

EL, Billine Cross Over Issue 
PLEASE EXPLAM IN MORE DETAIL THE SERIOUS FLAWS IN THE 

STAFF AND/OR RUCO RATE DESIGNS YOU MENTIONED EARLIER? 
Let's start will the billing cross-over issue. Both the Staff and RUCO proposed 

rate designs produces circumstances where there are cross-overs in the bill amounts 

between customer classes. 

WHAT DO YOU MEAN BY "CROSS-OVERS," M R .  BOURASSA? 

This phrase describes a situation where a customer on a larger meter size will pay 

less than a customer on a smaller meter size at a given level of water usage. 

In designing rates, we should generally try to avoid rate designs that create these 

situations. Customers may pay the same amounts at certain levels of usage, but not 

less. If a water conservation pricing message is to be consistent, then customers at 

higher usage levels should not pay less than others for the same amount of water 

usage. 
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FEMNEMORE CRAIG 
A hwmorueovwnw 

?YOIV I1  

Q* 
A. 

Q. 

A. 

Q- 

A. 

THANK YOU. PLEASE CONTINUE. 
An example of where a cross-over occurs under the Staff rate design is for a 1 inch 

meter commercial customer and a % inch residential customer. A 1 inch non- 

residential customer will pay less than a ?4 inch residential customer starting at 

between 20,000 and 25,000 gallons and above under the Staff rate design. 

At 25 .OOO gallons the 1 inch non-residential customer pays $7 1.43 and the % inch 

residential customer pays $81.80; $10.37 less. 

DO YOU HAVE AN EXHIBIT SHOWING OCCURANCES OF THESE 

CROSS-OVERS UNDER THE STAJ?" RATE DESIGN? 

Yes. Attached hereto as Rebuttal Exhibit TJB-RB1, are charts of the bill amounts 

for various customer classes under all the parties' rate designs. At page 1 of the 

exhibit is a chart for the Company rate design. At page 2 of the exhibit is a chart 

for the Staff rate design. At page 3 of the exhibit is a chart for the RUCO rate 

design. The exhibit shows that there are a number of instances where customers on 

larger meter sizes will see a lower bill than customers on smaller meter sizes under 

both the Staff and RUCO rate designs. There are no instances of bill cross-over 

under the Company's rate design. 

b. Customers Pav Less for Water Under the Staff and RUCO 
rates - 

PLEASE EXPLAIN IN MORE DETAIL THE FLAW THAT CUSTOMERS 

WILL PAY LESS UNDER THE STAFF/AND/OR RUCO RATES. 

Staff and RUCO rate designs produces circumstances where a customer will pay 

less under their proposed rates than they currently do. For example, a 1 1/2 inch 

customer using 37,000 gallons of water will pay $6.92 less under the Staff 

proposed rates than he/she currently pays. Similarly, a 1-1/2 inch customer using 
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EPCOR - Mohave Water District 
Docket No. WS-01303A-14-0010 
Test Year Ended: June 30,2013 

RUCO Surrebuttal Schedule 1 
Witness: Michlik 

REVENUE REQUIREMENT 

LINE 
- NO. 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

DESCRIPTION 

Adjusted Rate Base 

Adjusted Operating Income (Loss) 

Current Rate of Return (L2 / L1) 

Required Rate of Return 

Required Operating Income (L4 * L1) 

Operating Income Deficiency (L5 - L2) 

Gross Revenue Conversion Factor 

Required Revenue Increase (L7 * L6) 

Adjusted Test Year Revenue 

Proposed Annual Revenue (L8 + L9) 

Required Increase in Revenue (%) 

(A) 
COMPANY 

FAIR 
VALUE 

23,496,514 

416,266 

1.77% 

6.87% 

I ,614,211 

1 ,I 97,945 

1.6469 

1,972,914 

6,354,293 

8,327,207 

31.05% 

(9) 
RUCO 
FA1 R 

VALUE 

$ 16,226,202 

$ 836,768 

5.16% 

6.09% 

$ 988,176 

$ 151,407 

1.6378 

I$ 247,980 I 
$ 6,490,958 

$ 6,738,939 

3.82% 

References : 
Column (A): Company Schedule A-I 
Column (B): RUCO Schedules 3 and 16 



EPCOR - Mohave Water District 
Docket No. WSO1303A-14-0010 
Test Year Ended: June 30.2013 

LINE 
- NO. 

RUCO Surrebuttal Schedule 2 
Witness: Mlchllk 

GROSS REVENUE CONVERSION FACTOR 

[AI 
DESCRIPTION 

Calculation of Gross Revenue Conversion Factor: 
1 Revenue 
2 Uncollecible Factor (Line 11) 
3 Revenues (L1 - L2) 
4 Combined Federal and State Income Tax and Property Tax Rate (Line 23) 
5 Subtotal (L3 - L4) 
6 Revenue Conversion Factor (L1 I L5) 

Calculation of Uncollecttible Factor: 
7 Unity 
8 Combined Federal and State Tax Rate (Line 23) 
9 One Minus Combined Income Tax Rate (L7 - L8 ) 
10 Uncollectible Rate 
11 Uncollectible Factor(L9 L10 ) 

100.0000% 
0.4678% 

99.5322% 
38.4761 % 
61.0562% 
1.637836 

100.0000% 
37.9600% 
62.0400% 
0.7540% 
0.4678% 0.4678% 

Calculation of Effective Tax Rate: 
12 Operating Income Before Taxes (Arizona Taxable Income) 100.0000% 
13 Arizona State Income Tax Rate 6.0000% 
14 Federal Taxable Income (L12 - L13) 94.0000% 
15 Applicable Federal Income Tax Rate (Line 55) 34.0000% 
16 Effective Federal Income Tax Rate (L14 x L15) 31.9600% 
17 Combined Federal and State Income Tax Rate (L13 +L16) 

Calculation of Effective ProDerfv Tax Factor 

37.9600% 

18 Unity 100.0000% 
19 Combined Federal and State Income Tax Rate (L17) 37.9600% 
20 One Minus Combined Income Tax Rate (L18-L19) 62.0400% 
21 Property Tax Factor 0.8318% 
22 Effective Property Tax Factor (L20*L21) 0.51 61 % 
23 Combined Federal and State Income Tax and Property Tax Rate (L17+L22) 38.4761% 

24 Required Operating Income 
25 AdjustedTest Year Operating Income (Loss) 
26 Required Increase in Operating Income (L24 - L25) 

27 Income Taxes on Recommended Revenue (Col. [E], L52) 
28 Income Taxes on Test Year Revenue (Col. [e], L52) 
29 Required Increase in Revenue to Provide for Income Taxes (L27 - L28) 

30 Recommended Revenue Requirement 
31 Uncollectible Rate (Line IO) 
32 Uncolllectible Expense on Recommended Revenue (L30*L31) 
33 Adjusted Test Year Uncollectible Expense 
34 Required Increase in Revenue to Provide for Uncollectible Exp. (L32-L33) 

35 Property Tax with Recommended Revenue 
36 Property Tax on Test Year Revenue 
37 Increase in Property Tax Due to Increase in Revenue (L35-L36) 
38 Total Required Increase in Revenue (L26 + L29 + L34 + L37) 

Calculation of lncome Tax: 
39 Revenue 
40 Operating Expenses Excluding Income Taxes 
41 Synchronized Interest (L56) 
42 Arizona Taxable Income (L39 - L40 - L41) 
43 Arizona State Income Tax Rate 
44 Arizona Income Tax (L42 x L43) 
45 Federal Taxable Income (L42 - L44) 
46 Federal Tax on First Income Bracket ($1 - $50,000) @ 15% 
47 Federal Tax on Second Income Bracket ($51,001 - $75,000) @ 25% 
48 Federal Tax on Third Income Bracket ($75,001 - $100,000) @ 34% 
49 Federal Tax on Fourth Income Bracket ($100,001 - $335,000) @ 39% 
50 Federal Tax on Fifth Income Bracket ($335,001 -$lO,OOO,OOO) @ 34% 
51 Total Federal Income Tax 
52 Combined Federal and State Income Tax (L44 + L51) 

$ 988,176 
836,768 

$ 151,407 

$ 354,437 
261,797 

92,641 

$ 247,980 
0.7540% 

$ 1,870 
$ 

1,870 

$ 165,165 
163,103 

2,063 
$ 247,980 

Test 
Year 

$ 6,490,958 $ 
$ 5,392,393 
$ 408,900 
$ 689,665 

6.0000% 
$ 41,380 
$ 648,285 
$ 7,500 
$ 6,250 
$ 8,500 
$ 91,650 
$ 106,517 
$ 220,417 
$ 261,797 

RUCO 
Recommended 

247,980 $ 6,738,939 
$ 5,396,326 
$ 408,900 
$ 933.713 

6.0000% 
$ 56,023 
$ 877,690 
$ 7,500 
$ 6,250 
$ 8,500 
$ 91,650 
$ 184,515 
$ 298,415 
$ 354,437 

53 Applicable Federal Income Tax Rate [Col. [E], L51 - Col. [B], L51] I [Col. [E], L45 - Col. [B], L45] 

Calculation of lnferest Svnchronization: 
54 RateBase S 16.226.202 

34.0000% 

55 Weighted Average Cost of Debt 
56 Synchronized Interest 

. - .  .~ 
2.5200% 

$ 408,900 



EPCOR - Mohave Water District 
Docket No. WS-O1303A-14-0010 
Test Year Ended: June 30,2013 

LINE 
NO. 

RUCO Surrebuttal Schedule 3 
Witness: Coley 

RATE BASE - ORIGINAL COST 

(A) (B) (C) 
COMPANY RUCO 

AS RUCO AS 
FlLED ADJUSTMENTS ADJUSTED 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
17 

19 

20 
21 
22 
23 
24 
25 
26 
27 

Plant in Service 
Less: Accumulated Depreciation 
Net Plant in Service 

LESS: 

Contributions in Aid of Construction (CIAC) 
Less: Accumulated Amortization 

Net CIAC 

Advances in Aid of Construction (AIAC) 

Customer Meter Deposits 
Customer Deposits 
Deferred Income Taxes & Credits 
Regulatory Liabilities 

Regulatory Liability - Over-Collected Depreciation Expense 
Less: Amortization of Reg. Liab. - Over-Collection of Depre. Exp. 

Net Regulatory Liability for Over-Collection of Depre. Exp. 

Deferred Debits 

Working Capital Allowance 
Reconciling Item 

Original Cost Rate Base 

$ 46,731,131 $ (6,121,255) $ 40,609,876 
15,934,125 

$ 30,797,006 

$ 570,329 
89,194 

$ 481,135 

$ 7,012,710 

8,257 

696,852 
106,450 

(1,0161767j 
$ (5,104,488) 

$ 69,169 

69,169 

302,205 
(1 06,450) 

1,265,114 
253,023 

$ 1,012,091 

14.91 7,358 
$ 25,692,518 

$ 639,499 
89,194 

$ 550,305 

$ 7,012,710 

8,257 

999,057 

1,265.1 14 
253,023 

$ 1,012,091 

$ 873,903 $ (873,903) $ (0) 

131,008 (14,905) 116,103 
0 0 

$ 23,496,514 $ (7,270,312) $ 16,226,202 

References: 
Column [A]: Company as Filed 
Column [B]: RUCO Schedule 4 
Column (C): Column (A) + Column (B) 
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EPCOR - Mohave Water Dlstricf RUCO Surrebuttal Sehedule 5 
Docket No. WSD1303&14-DO10 Wltness: Radigan 
Test Year Ended June 30,2013 

RATE BASE ADJUSTMENT NO. 5. POST-TEST YEAR PLANT AND ACCUMULATED DEPRECIATION 

3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 38 

39 40 

46 45 

49 50 

41 
42 
43 
44 

47 
48 

52 51 

53 
54 
55 
56 

307000 
333000 
331300 
334100 
320200 
331200 
331200 
331200 
311200 
331001 
331200 
346180 
346190 
331200 
343000 
341400 
331001 
343000 
311200 
339600 
346100 
311200 
343000 
346100 
311200 
320100 
311200 
304600 
343000 
343000 
320100 
311200 
311200 
343000 
331200 
311200 
311200 
331200 
334100 
331200 
334100 
333000 
333000 
331001 
331001 
311200 
331200 
334100 
334100 
333000 
333000 
311200 
311200 

BHC Well 154 
services replaced 
Bullhead C i  water- Old BHC Scheduled Main 
Meters replaced 
Camp Mohave Manganese 
Pegasus Ranch lnlermnned 
Mains Scheduled replacelrelocate AZ 
Mohave water- Goldrush Main Relocate Planned 
Plant Facilities 8 Equip AZ 
Valves replaced 
Mohave water - Goldrush Main Relocate Planned 
Uparade Bullhead SCADA 
Uparade Bullhead SCADA 
Main Breaks 
Purchase Two Trimble Handhelds 
Mahave water -Vehicles 
Valves new 
Purchase Two AddtDml Toughbooks 
Replace Pump and Motor at Camp Mohave Well 
Water water - GIS Map Books 
SecurW 
Mohave Water - AZ Gateway Booster Staton 
Purohase Toughbook 
secum 
Mohsve Water- Desert Glen Booster Station 
Replace Flow Cell on Chlorine Analvzerat Well 152 
Repiace Pump at Peqasus Ranch Booster 
Oifiie 8 Ops Center 
Tools 8 Equip 
Bullhead Ctywster - Tools 8 Equip 
Mohave water- Camp Mohave 
Bullhead Ciwater - Backup Pump at 24-1 
Mohave water- Well 24-1 
Purchase Loop Calibrator for SCADA 
Bullhead Ctywater-Val-New 
Mohave water- Big Bend Acres Well 
Miscellaneous 
Mohave water - 12” Canwn rd Scheduled Mains 
Bullhead Citywater - Meters Replace 
Main Breaks 
Meters replaced 
Services replaced 
Senices replaced 
Valves new 
Valves replaced 
Plant Facilities 8 Equip A2 
RPB Main Breaks LMH 
RPB Meters replaced- Camp Mahave 
RPB Meters replaced- DFE 
RPB Senices replaced- Camp Mohave 
RPB Services replaced- LMH 
Misc - PFE Rep! Prod Meler-LR 
Misc - RPNB TE Rep1 Metal Locator 

57 
58 340300 EMS Webviewer-ArcGIS 

Post Test Year 7AAllocatad Corporate Plant: 

59 340300 
60 340300 
61 304600 
62 340200 
63 340300 
64 304600 
65 343000 
66 346200 
67 340200 
68 340200 
69 341400 
70 304620 
71 304600 
72 343000 
73 343000 
74 341400 
75 341400 
76 346100 
77 346100 
78 340300 
79 340300 
80 340300 
81 340300 
82 340200 
83 340200 
84 340200 
a5 

GIs Data Model Conversion 
Pmied GPS Soilware 
AZ Corp - Phx Office Improvements 
AZ IT Hardware 
A2 IT Soilware 
Offce 8 Ops Center - Central Shared 
Tools 8 Equip - Central Shared 
W e o  Conferencing Solution 
Laptops 
Sewers 
Vehioles 
Office 8 Ow Center - Phx Ofice 
Office 8 Ow Center - Central Div 
Plant Facilities 8 Equip - AZ shared 
Tools 8 Equipment - AZ shared 
Vehicles- AZshared 
New Valve Truck for Eastern Diisbn 
Securilv - Central Diu 
Secufty- Eastern Div 
Business Svslems Upgrade - AZ 
GIS UparadesJ Enhancements - AZ 
Engineering CMMS - AZ 
Engineering Pmiecl Management - A2 
Network Redundancy - AZ 
Laptops - A2 
Monitors- AZ 

86 
87 340300 ArcGlS lmplementalbn CA 
88 340300 Water USA Win7 Office2012 - CA 
89 340300 ESRl Proiect(GIS) 
90 340300 Water USA Win7 Office2012 - US 
91 340300 SAMSWater 8 Waste 
82 340300 AZlTSohre 
93 
94 Total 
95 
96 Accumulated Depreciation 

Post Test Year 6U Allocated Cornorate Plant: 

’ Amounts may not reflaclother adjustments 

1,913,013 
363,470 
490,587 
31,571 

360,547 
42.312 

0 

91,554 

156.090 

7,994 

37,556 
11,690 

7.124 
11,055 
5.256 

1.709 

(256) 
(287) 
(938) 

(1.417) 

(2.751) 
(3.279) 

(17.647) 
(93.557) 

6,831 
214,804 
579,067 
23,415 
4.048 

57.104 
222 
72 

190 
365 

3.239 
5,903 
2,576 

a54 

1,636 

517 

662 

433 
1,531 
1.847 

531 
674 

(1.109) 

(9) 

1 1,409 

11 
1,623 
9,188 

33.007 
7.6W 

t 2,581,679 $ (2581,679) 5 
(1,913,013) 

(363.470) 

(31,571) 

(42,312) 

(0) 

(91,554) 

(156,090) 

(7.994) 

(11,680) 

(7.124) 
(1 1,055) 
(5,256) 

(37,556) 

(1.709) 

256 
287 
938 

1,417 

2.751 
3,279 

17,847 
93,557 
16.831) 

(214,804) 
(579.867) 
(23,415) 
(4,048) 

(57.104) 
(222) 
(72) 

(190) 
(365) 

13.239) 
(5.903) 
(2,576) 

(854) 

(1.636) 

(517) 
1,109 
(862) 

9 
(433) 

(1,531) 
(1.847) 

1531) 
(674) 

(1 1,409) 

(11) 
(1,623) 
(9,188) 

(33,007) 
(7.668) 

480.587 

360.547 

6 (6) 

$ 6,972,388 $ (6,121,255) $ 851,134 

$ 15,934,125 $ (95,031) $ 15,839,094 

REFERENCES: 
Column [A]: CompanvFiling 
Column (61. Testimony FR 
Column [C]: Column [AI + Column [El 
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EPCOR - Mohave Water District RUCO Surrebuttal Schedule 10 
Docket No. WS41303A-14-0010 
Test Year Ended: June 30,2013 

LINE ACCT. 
NO. NO. - -  

Direct Plant: 

1 320100 
2 330100 

341100 
342000 
344000 
345000 

DESCRIPTION 

[AI P I  
TEST YEAR ("TY") END POST TEST YEAR ("PTY") 

OVER-COLLECTED OVER-COLLECTED 
DEPRECIATION DEPRECIATION 

AMOUNT AMOUNT 

IC1 
TOTAL 

OVER-COLLECTED 
DEPRECIATION 

AMOUNT 

Water Treatment Equipment Non-Media $ (20,283) $ 
Elevated Tank 8 Standpipes (3,569) 
Transportation Equip Light Duty Truks (709,706) 
Stores Equipment (109) 
Laboratory Equipment (2,158) 
Power Operated Equipment (20,334) 

RATE BASE ADJUSTMENT NO. 6 - REGULATORY LIABILITY - DIRECT PLANT OVER-COLLECTED DEPRECIATION EXPENSE 

...... 

$ (30,005) 
(3,569) 

(749.31 2) 
(223) 

(2.767) 
(37.530) 

Total Over-Depreciated Direct Plant $ (756,159) $ (67,247) 

District's Direct Plant Over-Collected Depreciation Expense to be Credited to Depreciation Expense .................... 

REFERENCES: 
Column [A]: Testimony TJC 
Column [e]: Testimony TJC 
Column [C]: Column [A] +Column [E] 
Column [D]: Column [C] x 20% 

$ (823,406) 

p (823,4061 

Witness: Coley 

[Dl 
CREDIT 
ANNUAL 

DEPRE. EXP. 
20% 

$ (6.001) 
(714) 

(149,862) 
(45) 
(553) 

(7,506) 

$ (164,681) 



EPCOR - Mohave Water District 
Docket No. WS-01303A-14-0010 
Test Year Ended: June 30,2013 

RUCO Surrebuttal Schedule 11 
Witness: Coley 

RATE BASE ADJUSTMENT NO. 7 - REGULATORY LIABILITY - AZ-CORPORATE PLANT OVER-COLLECTED DEPRECIATION EXPENSE 

W [el [CI [Dl 
TOTAL TOTAL TUBAC 

TY AZ-CORPORATE PTY AZ-CORPORATE TOTAL ALLOCATION 

Allocated Coroorate Plant 

1 304620 Structures &Improvements Leasehold 
2 340300 Computer Software 
3 340330 Computer Software Other 

Trial Balance 
Acct. No. 

4 1568 Software Intangibles 
5 1569 Software Intangibles Amortization 

OVERCOLLECTED OVER-COLLECTED OVER-COLLECTED FACTOR 
DEPRECIATION EXP. DEPRECIATION EXP. AMORTIZATION EXP. (0.0980011 
$ (24.958) $ (9,888) $ (34,846) 5 (3,415) 

(3,128.854) (721,389) (3,850,243) (377,327) 
(52,912) (18,705) (71,618) (7,019) 

21,439 21,439 2,101 
(571.918) (571,918) (56,0481 

[El 
CREDIT 
ANNUAL 

DEPRE. EXP. 
20% 

5 (682.98) 
(75,465.42) 
(1,403.72) 

6 Software Intangibles Net of Amortization 5 (550,478) $ - $  (550,478) 5 (53,947) (10,789.47) 

7 Total Corporate Over-Collected Depreciation Exp. $ (3,757,203) 5 (749,982) $ (4,507,185) 5 (441,708) 5(88,341.58) 

8 District's AZ-Corporate Plant Over-Collected Depreciation Expense to be Credited to Depreciation Expense.. . . . .. . ._... , . , , .. . .___. . .___. . ._. .. , .. , .... 1-1 

REFERENCES: 
Column [A]: Testimony TJC 
Column [E]: Testimony TJC 
Column [C]: Column [AI +Column [E] 
Column [D]: Column [C] x District's Allocation Facto1 
Column [E]: Column [D] x 20% 



EPCOR - Mohave Water District 
Docket No. WS-01303A-14-0010 
Test Year Ended: June 30,2013 

RUCO Surrebuttal Schedule 12 
Witness: Coley 

RATE BASE ADJUSTMENT NO. 8 - REVERSE UNEXPENDED ClAC 

[A] [E] [C] 
LINE ACCT COMPANY RUCO RUCO’ 
NO. NO. DESCRIPTION PROPOSED ADJUSTMENTS RECOMMENDED 
1 ClAC 5 481,135 $ 69,169 550,305 

’ Amounts may not reflect other adjustments. 

REFERENCES: 
Column [A]: Company Filing 
Column [E]: Testimony TJC 
Column IC]: Column [A] + Column [E] 



EPCOR - Mohave Water District 
Docket No. WS-01303A-14-0010 
Test Year Ended June 30,201 3 

LINE 
NO 

RUCO Surrebuttal Schedule 13 
Witness: Coley 

ACCT COMPANY RUCO RUCO’ 
NO. DESCRIPTION PROPOSED ADJUSTMENTS RECOMMENDED 



EPCOR ~ Mohave Water District 
Docket NO. WS-01303A-14-0010 
Test Year Ended: June 30,2013 

LINE ACCT 
NO. NO. DESCRIPTION 

RUCO Surrebuttal Schedule 14 
Witness: Coley 

COMPANY RUCO RUCO‘ 
PROPOSED ADJUSTMENTS RECOMMENDED 

2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 

[AI 

OPERATING EXPENSES 
Labor 
Purchased Water 
Fuel & Power 
Chemicals 
Waste Disposal 8 Other Utilities 
Intercompany Support Services 
Corporate Allocation 
Outside Services 
Group Insurance 
Pensions 
Regulatory Expense 
Insurance Other Than Group 
Customer Accounting (Less Bad Debt Expense) 
Rents 
General Office Expense 
Miscellaneous 
Maintenance Expense 

TAXES 
19 General Taxes-Property 
20 Taxes - Payroll 
21 Taxes -Other 
22 Income Tax 

23 interest Exoense 

24 TOTAL 

25 

26 
’ Amounts may not reflect other adjustments. 

Proforma 
Test Year 
Amount 

[BI 

1,389,973 
26,779 
545,082 
10,867 
7.886 
950 

220,603 
192,587 
418,599 
6,694 

101.045 
551,778 
16,923 
247,950 
50,657 
377,160 

165,165 
97,538 
52,291 
261,797 

408,900 

4,742,325 

Cash 
Working 

Revenue Expense Net Lead/Lag Capital 
Lag (Lead) Lag (Lead) Lag (Lead) Factor Required 

Days Days Days Coi. C - Col. D Col. U365 Col. B * Col. F 

[CI 

41.14 
41.14 
41.14 
41.14 
41.14 
41.14 
41.14 
41.14 
41.14 
41.14 
41.14 
41.14 
41.14 
41.14 
41.14 
41.14 
41.14 

41.14 
41.14 
41.14 
41.14 

41.14 

[Dl 

30.63 
1 13.08 
50.44 
7.00 
32.09 
30.42 
30.42 
32.33 
(10.72) 
67.98 
(33.10) 
64.90 
49.83 
39.56 
32.57 
25.95 
45.63 

213.25 
26.40 

(130.59) 
41.75 

91.25 

[El [Fl 

10.51 0.03 
(71.94) (0.20) 
(9.30) (0.03) 
34.14 0.09 
9.05 0.02 
10.72 0.03 
10.72 0.03 
8.81 0.02 
51.86 0.14 
(26.84) (0.07) 
74.24 0.20 
(23.76) (0.07) 

1.58 0.00 
8.57 0.02 
15.19 0.04 

(8.69) (0.02) 

(4.49) (0.01) 

(1 72.1 1) (0.47) 
14.74 0.04 
171.73 0.47 
(0.61) (0.00) 

(50.11) (0.14) 

[GI 

40,012 
(5,278) 
(13,891) 
1,016 
195 
28 

6,479 
4,647 
59,471 
(492) 

(6.578) 
(13,130) 

73 
5,822 
2,109 
(4,644) 

(77,881) 
3,938 
24,603 
(438) 

(56,137) 

Cash Workina Capital Requirement 

Company Working Capital Requirement 

RUCO Cash Working Capital Adjustment 

(30,076) 

(15.171) 

(1 4,9051 



EPCOR - Mohave Water District 
Docket NO. WS-01303A-140010 
Test Year Ended: June 30.2013 

RUCO Surrebuttal Schedule 15 
Witness: Coley 

RATE BASE ADJUSTMENT NO. 11 -NOT USED 

[A] [B] [CI 
LINE ACCT COMPANY RUCO RUCO’ 
NO. NO. DESCRIPTION PROPOSED ADJUSTMENTS RECOMMENDED 

Regulatory Assets $ - $  - $  

’ Amounts may not reflect other adjustments 

REFERENCES: 
Column [A]: Company Filing 
Column 81: Testimony TJC 
Column [C]: Column [A] +Column [B] 



EPCOR - Mohave Water District 
Docket No. WS-01303A-14-0010 
Test Year Ended: June 30,2013 

LINE ACCT COMPANY RUCO 
NO. NO. DESCRIPTION PROPOSED ADJUSTMENTS 

RUCO Surrebuttal Schedule 16 
Witness: Coley 

RUCO' 
RECOMMENDED 

' Amounts may not reflect other adjustments. 

REFERENCES: 
Column [A]: Company Filing 
Column [B]: Testimony JMM 
Column [C]: Column [A] +Column I61 



EPCOR - Mohave Water District 
Docket No. WS-01303A-14-0010 
Test Year Ended: June 30,2013 

RUCO Surrebuttal Schedule 17 
Witness: Michlik 

OPERATING INCOME STATEMENT -ADJUSTED TEST YEAR AND RUCO RECOMMENDED 

LINE 
- NO. 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 

DESCRIPTION 

REVENUES: 
Metered Water Sales 
Water Sales-Unmetered 
Other Operating Revenue 
Intentionally Lei? Blank 
Total Operating Revenues 

OPERA TlNG EXPENSES: 
Salaries and Wages 
Purchased Water 
Fuel 8 Power 
Fuel for Power Production 
Chemicals 
Waste Disposal 
Intercompany Support Services 
Corporate Allocation 
Outside Services 
Group Insurance 
Pensions 
Regulatory Expense 
Insurance Other Than Group 
Customer Accounting 
Rents 
General Office Expense 
Miscellaneous Expenses 
Maintenance Expense 
Depreciation and Amortization Expense 
General Taxes - Property Taxes 
General Taxes-Other 
Income Taxes 
Interest on Customer Deposits 
Total Operating Expenses 
Operating Income (Loss) 

References: 
Column (A): Company Schedule C-I 
Column (B): RUCO Schedule 18 
Column (C): Column (A) + Column (B) 
Column (D): RUCO Schedules 28 and 29 
Column (E): Column (C) + Column (D) 

[AI [Bl [CI [Dl [El 
COMPANY RUCO 
ADJUSTED RUCO TEST YEAR RUCO 
TEST YEAR TEST YEAR AS PROPOSED RUCO 
AS FILED ADJUSTMENTS ADJUSTED CHANGES RECOMMENDED 

$ 6,132,996 $ 101,182 $ 6,234,178 $ 247,980 $ 6,482,158 

221,297 35,483 256,780 256,780 

$ 6,354,293 $ 101,182 $ 6,490,958 $ 247,980 $ 6,738,939 

$ 1,389,973 
26,831 

546,720 

10,916 
7,886 

950 
347,018 
192,587 
418,599 

6,694 
85,438 

101,045 
581,279 
16,923 

247,950 
50,657 

377,160 
1,331,139 

163,376 
149,829 

(1 14,941) 

(29,720) 

(501,828) 
(273) 

376,738 

$ 1,389,973 
26,779 

545,082 

10,867 
7,886 

950 
220,603 
192,587 
418,599 

6,694 
55,718 

101,045 
580,677 
16,923 

247,950 
50,657 

377,160 
829,311 
163,103 
149,829 
261,797 

1,870 

2,063 

92,641 

1,389,973 
26,779 

545,082 

10,867 
7,886 

950 
220,603 
192,587 
418,599 

6,694 
55,718 

101,045 
582,547 

16,923 
247,950 
50,657 

377,160 
829,311 
165,165 
149,829 
354,437 

$ 5,938,027 $ (283,839) $ 5,654,190 $ 96,573 $ 5,750,763 
$ 416,266 $ 385,021 $ 836,768 $ 151,407 $ 988,176 
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EPCOR - Mohave Water District 
Docket No. WS-01303A-I 4-001 0 
Test Year Ended: June 30,2013 

LINE 
NO. 

RUCO Surrebuttal Schedule 19 
Witness: Michlik 

COMPANY RUCO RUCO 
DESCRIPTION PROPOSED ADJUSTMENTS RECOMMENDED 

OPERATING INCOME ADJUSTMENT NO. I - ANNUALIZATIONS 

7 Chemicals 
8 

$ 10.916 $ (45) $ 10.871 

9 Customer Accounting $ 581,279 $ (602) $ 580,677 

REFERENCES: 
Column [A]: Company Filing 
Column [B]: Testimony JMM 
Column [C]: Column [A] + Column [B] 



EPCOR - Mohave Water District 
Docket No. WS-01303A-14-0010 
Test Year Ended: June 30,2013 

LINE 
NO. DESCRIPTION 

RUCO Surrebuttal Schedule 20 
Witness: Michlik 

COMPANY RUCO RUCO’ 
PROPOSED ADJUSTMENTS RECOMMENDED 

OPERATING INCOME ADJUSTMENT NO. 2 - REVERSE DECLINING USAGE ADJUSTMENT 

3 Purchased Water $ 26,831 $ (7) $ 26,824 
4 
5 Fuel and Power $ 546,720 $ (181) $ 546,539 
6 
7 Chemicals $ 10,916 $ (4) $ 10,912 
8 

’ Amounts may not reflect other adjustments. 

REFERENCES: 
Column [A]: Company Filing 
Column [B]: Testimony JMM 
Column [C]: Column [A] + Column [B] 



EPCOR - Mohave Water District 
Docket No. WS-01303A-14-0010 
Test Year Ended: June 30,2013 

LINE 
NO. 

RUCO Surrbuttal Schedule 21 
Witness: Michlik 

COMPANY RUCO RUCO 
DESCRIPTION PROPOSED ADJUSTMENTS RECOMMENDED 

OPERATING INCOME ADJUSTMENT NO. 3 - NOT USED 

REFERENCES: 
Column [A]: Company Filing 
Column [B]: Testimony JMM 
Column [C]: Column [A] + Column [B] 



EPCOR - Mohave Water District 
Docket No. WS-01303A-14-0010 
Test Year Ended: June 30,2013 

RUCO Surrebuttal Schedule 22 
Witness: Michlik 

OPERATING INCOME ADJUSTMENT NO. 4 - REMOVE APS ESTIMATED POWER COSTS 

NO. I DESCRIPTION I PROPOSED I ADJUSTMENTS I RECOMMENDED I 
1 Fuel&Power $ 546,720 $ (128) $ 546,592 

Mohave Water District 
Paradise Valley Water District 
Sun City Water District 
Tubac Water District 
Mohave Wastewater District 
Total 

REFERENCES: 
Column [A]: Company Filing 
Column [B]: Testimony JMM 
Column [C]: Column [A] + Column [B] 

$ (128) 
$ (41,231) 
$ (53,302) 
$ (13) 
$ (22 j 
$ (94,695) 



EPCOR - Mohave Water District 
Docket No. WS-01303A-14-0010 
Test Year Ended: June 30,2013 

RUCO Surrebuttal Schedule 23 
Witness: Michlik 

OPERATING INCOME ADJUSTMENT NO. 5 - NOT USED 

[AI PI [CI 
I LINE I I COMPANY I RUCO I RUCO I I NO. I D ESC RI PTlON I PROPOSED I ADJUSTMENTS I RECOMMENDED I 

1 Chemicals - s  - z  

REFERENCES: 
Column [A]: Company Filing 
Column [B]: Testimony JMM 
Column [C]: Column [A] + Column [B] 



EPCOR - Mohave Water District 
Docket No. WS-01303A-14-0010 
Test Year Ended: June 30,2013 

LINE 
NO. 

RUCO Surrebuttal Schedule 24 
Witness: Smith 

COMPANY RUCO RUCO’ 
DESCRIPTION PROPOSED ADJUSTMENTS RECOMMENDED 

OPERATING INCOME ADJUSTMENT NO. 6 - CORPORATE ALLOCATION EXPENSE 

3 
4 Short-Term Incentive Plan (STIP) $ (91,622) 
5 Mid-Term Incentive Plan (MTIP) (33,020) 
6 IT Affiliated Charges Expenses - Account 5628 (869) 
7 Advertising, Promotions and Donations 
8 Total 

RUCOs Summary of Corporate Allocation Disallowances 

( i700j  
$ (134,211) 

’ Amounts may not reflect other adjustments. 

REFERENCES: 
Column [A]: Company Filing 
Column [B]: Testimony RAS 
Column [C]: Column [A] + Column [B] 



EPCOR - Mohave Water District 
Docket No. WS-OI303A-14-0010 
Test Year Ended: June 30,2013 

RUCO Surrbuttal Schedule 25 
Witness: Michlik 

OPERATING INCOME ADJUSTMENT NO. 7 -ADJUST RATE CASE EXPENSE 

I NO. I DESCRIPTION I PROPOSED ~ADJUSTMENTS~ RECOMMENDED I 
1 Rate Case Expense $ 85,438 $ (29,720) $ 29,720 

Proposed Rate 

Mohave Water District 27% $ 178,318 
Paradise Valley Water District 
Sun City Water District 
Tubac Water District 

25% $ 161,530 

3% $ 17,890 
40% $ 262,102 

Recommended Rate 
Case ExDense over 3 Years 

I 

$ 89,159 $ 29,720 
$ 80,765 $ 26,922 
$ 131,051 $ 43,684 
$ 8,945 $ 2,982 

Mohave Wastewater District 5% $ 30,160 $ 15,080 $ 5,027 
Total 100% $ 650,000 $ 325,000 $ 108,333 

REFERENCES: 
Column [A]: Company Filing 
Column [B]: Testimony JMM 
Column [C]: Column [A] + Column [B] 



EPCOR - Mohave Water District 
Docket No. WS-01303A-14-0010 
Test Year Ended: June 30,2013 

LINE 
NO. 

RUCO Surrebuttal Schedule 26 
Witness: Michlik 

COMPANY RUCO RUCO’ 
DESCRIPTION PROPOSED ADJUSTMENTS RECOMMENDED 

OPERATING INCOME ADJUSTMENT NO. 8 - NOT USED 

’ Amounts may not reflect other adjustments. 

REFERENCES: 
Column [A]: Company Filing 
Column [B]: Testimony JMM 
Column [C]: Column [A] + Column [B] 



PLANT In NonDepreciable DEPRECIABLE 
LINE ACCT SERVICE or Fully Depreciated PLANT DEPRECIATION 
NO. NO. DESCRIPTION Per RUCO PLANT (Col A - COI B) RATE 

2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 
42 
43 
44 
45 
46 
47 
48 
49 
50 
51 

DEPRECIATION 
EXPENSE 

(Col C x Col D) 

302000 
303200 
303300 
303500 
303600 
304100 
304200 
304300 
304400 
304500 
304600 
304700 
305000 
307000 
309000 
310000 
311000 
31 1200 
31 1500 
3201 00 
330000 
3301 00 
331001 
331 100 
331 200 
331 300 
331 400 
333000 
3341 00 
334200 
335000 
339200 
339600 
3401 00 
340200 
340300 
341 100 
341 200 
341 400 
342000 
343000 
344000 
345000 
3461 00 
3461 90 
346200 
346300 

Franchises 
Land 8 Land Rights Supply 
Land 8 Land Rights Pumping 
Land & Land Rights T8D 
Land 8 Land Rights General 
Structures & Improvements Supply 
Structures 8 Improvements Pumping 
Structures 8 Improvements Treatment 
Structures 8 Improvements Trans 8 Dist 
Structures 8 Improvements General 
Structures 8 Improvements Offices 
Structures 8 Improvements Store,Shop,Gge 
Collect 8 Impounding 
Wells 8 Springs 
Supply Mains 
Power Production Equipment 
Pumping Equipment Steam 
Pumping Equipment Electric 
Pumping Equipment Other 
Water Treatment Equipment Non-Media 
Distribution Reservoirs 8 Standpipes 
Elevated Tank 8 Standpipes 
TD Mains Not Classified by Size 
TD Mains 4in 8 Less 
TD Mains 6in to 8in 
TD Mains loin to 16in 
TD Mains 18in 8 Grtr 
Services 
Meters 
Meter Installations 
Hydrants 
Other P/ESupply 
Other P/E-CPS 
Office Furniture 8 Equipment 
Computer 8 Periphal Equipment 
Computer Software 
Transportation Equip Light Duty Truks 
Transportation Equip Heavy Duty Truks 
Transportation Equipment Other 
Stores Equipment 
Tools,Shop,Garage Equipment 
Laboratory Equipment 
Power Operated Equipment 
Communication Equipment Non-Telephone 
Remote Control 8 Instrument 
Communication Equipment Telephone 
Communication Equipment Other 
Total Plant 

52 Corporate Plant Allocation 
53 304500 Structures 8 Improvements General 
54 304620 Structures 8 Improvements Leasehold 
55 334100 Meters 
56 339600 Other P/E-CPS 
57 340100 Office Furniture 8 Equipment 
58 340200 Computer 8 Periphal Equipment 
59 340300 Computer Software 
60 340300 Computer Software Other 
61 344000 Laboratory Equipment 
62 346100 Communication Equipment Non-Telephone 
63 346190 Remote Control 8 Instrument 
64 346200 Communication Equipment Telephone 
65 346300 Communication Equipment Other 
66 347000 Miscellaneous Equipment 
67 Total Corporate Plant Allocation 

37,061 
528,700 

2,351 
9,609 

47,358 
475,826 
31,201 
47,846 
43,546 
43,231 

449,617 
29,223 

663,944 
2,084,561 

93,481 
50,355 

409,521 
2,777,913 

1,009 
97,220 

2,832,819 

105,048 
12,008,818 
3,656,688 

994,223 
76,265 

6,878,014 
2,485,178 

276,354 
185,402 
82,583 

179,702 
101,669 
109,956 

3,521 
99,015 
72,088 
22,292 

1,420 
221,411 

7,623 
171,959 
177,822 
724,648 

5,111 
39,437,207 

9,553 
1,950 
1,151 

35,759 
123,778 
80,208 

1,477 
624 

1,693 
18,236 
1,489 
5,230 

480 
39,906 

321,535 

37,061 
528,700 

2,351 
9,609 

47,358 

97,220 

99,015 

1,420 

7,623 
171,959 

1,036,319 

475,826 
31,201 
47,846 
43,546 
43,231 

449,617 
29.223 

663,944 
2,084,561 

93,481 
50,355 

409,521 
2,777,913 

1,009 

2,832.819 

105,048 
12,008.81 8 
3,656,688 

994,223 
76,265 

6,878,014 
2,485,178 

276,354 
185,402 
82,583 

179,702 
101,669 
109,956 

3,521 

72,088 
22,292 

221,411 

177,822 
724,648 

5,111 
38,400,889 

9,553 
1,950 
1,151 

35,759 
123,778 
80,208 
1,477 

624 
1,693 

18,236 
1,489 
5,230 

480 
39,906 

321,535 

0.00% $ 
0.00% $ 
0.00% $ 
0.00% $ 
0.00% $ 
2.50% $ 11,896 
2.00% $ 624 
2.00% $ 957 
2.00% $ 871 
2.50% $ 1,081 
2.50% $ 11,240 
2.50% $ 731 
1.67% $ 11,066 
2.50% $ 52,114 
1.67% $ 1,558 
3.33% $ 1,679 

4.00% $ 111,117 
4.00% $ 40 
5.00% $ 
1.54% $ 43,582 
4.00% $ 
2.00% $ 2,101 
1.43% $ 171,555 
1.43% .$ 52,238 
1.43% $ 14,203 
1.43% $ 1,089 
2.50% $ 171,950 
8.33% $ 207,098 
2.50% $ 6,909 
2.00% $ 3,708 
3.33% $ 2,753 
3.33% $ 5,990 
4.50% $ 4,575 

10.00% $ 10,996 
20.00% $ 704 
20.00% $ 
14.29% $ 10,298 
16.67% $ 3,715 
4.00% $ 
4.00% $ 8,856 
4.00% $ 
5.00% $ 

4.00% $ 16,381 

10.00% $ 17,782 
10.00% $ 72.465 
10.00% $ 
10.00% $ 51 1 

$ 1,034,433 

2.50% $ 
2.50% $ 
8.33% $ 
3.33% $ 
4.50% $ 

10.00% $ 
20.00% $ 
20.00% $ 
4.00% $ 

10.00% $ 
10.00% $ 
10.00% $ 
10.00% $ 
6.25% $ 

$ 

239 
49 
96 

1,192 
5,570 
8,021 

295 
125 
68 

1,824 
149 
523 
48 

2,494 
20,692 



EPCOR - Mohave Water District 
Docket No. WS-01303A-14-0010 
Test Year Ended: June 30,2013 

PLANT In NonDepreciable 
LINE ACCT SERVICE or Fully Depreciated 
NO. NO. DESCRIPTION Per RUCO PLANT 

RUCO Surrebuttal Schedule 27 
Witness: Michlik 

Page 2 of 3 

DEPRECIABLE DEPRECIATION 
PLANT DEPRECIATION EXPENSE 

(Col A - Col B) RATE (Col C x Col D) 

OPERATING INCOME ADJUSTMENT NO. 9 -DEPRECIATION EXPENSE ON TESTYEAR PLANT 

2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 
42 
43 
44 
45 
46 
47 
48 
49 
50 
51 
52 
53 
54 
55 

307000 
307000 
333000 
331300 
334100 
320200 
331200 
331 200 
331 200 
31 1200 
331001 
331200 
3461 90 
346190 
331200 
343000 
341400 
331001 
343000 
31 1200 
339600 
346100 
31 1200 
343000 
346100 
31 1200 
320100 
31 1200 
304600 
343000 
343000 
3201 00 
31 1200 
31 1200 
343000 
331 200 
31 1200 
31 1200 
331200 
334100 
331200 

334100.0 
333000.0 
333000 
331001 
331001 
31 1200 
331 200 
3341 00 
3341 00 
333000 
333000 
31 1200 
31 1200 

Laredo Vista Well #2 
BHC Well 16-4 
Services replaced 
Bullhead City water - Old BHC Scheduled Main 
Meters replaced 
Camp Mohave Manganese 
Pegasus Ranch Interconnect 
Mains Scheduled replace/relocate AZ 
Mohave water - Goldrush Main Relocate Planned 
Plant Facilities 8 Equip AZ 
Valves replaced 
Mohave water - Goldrush Main Relocate Planned 
Upgrade Bullhead SCADA 
Upgrade Bullhead SCADA 
Main Breaks 
Purchase Two Trimble Handhelds 
Mohave water - Vehicles 
Valves new 
Purchase Two Additional Toughbooks 
Replace Pump and Motor at Camp Mohave Well 
Water water - GIS Map Books 
Security 
Mohave Water - AZ Gateway Booster Station 
Purchase Toughbook 
Security 
Mohave Water - Desert Glen Booster Station 
Replace Flow Cell on Chlorine Analyzer at Well 16-2 
Replace Pump at Pegasus Ranch Booster 
O f k e  & Ops Center 
Tools & Equip 
Bullhead City water - Tools 8 Equip 
Mohave water - Camp Mohave 
Bullhead City water - Backup Pump at 24-1 
Mohave water - Well 24-1 
Purchase Loop Calibrator for SCADA 
Bullhead City water - Valves New 
Mohave water - Big Bend Acres Well 
Miscellaneous 
Mohave water - 12” Canyon rd Scheduled Mains 
Bullhead City water - Meters Replace 
Main Breaks 
Meters replaced 
Services replaced 
Services replaced 
Valves new 
Valves replaced 
Plant Facilities & Equip A2 
RPB Main Breaks- LMH 
RPB Meters replaced- Camp Mohave 
RPB Meters replaced- DFE 
RPB Services replaced- Camp Mohave 
RPB Services replaced- LMH 
Misc - PFE Rep1 Prod Meter-LR 
Misc - RPNB TE Rep1 Metal Locator 

7,008 

36,055 

490,587 

360,547 

490,587 

360,547 

2.50% $ 
2.50% $ 
2.50% $ 
1.43% $ 
8.33% $ 

10.00% $ 
1.43% $ 
1.43% $ 
1.43% $ 
4.00% $ 
2.00% $ 
1.43% $ 

10.00% $ 
10.00% $ 
1.43% $ 
4.00% $ 

16.67% $ 
2.00% $ 
4.00% $ 
4.00% $ 
3.33% $ 

10.00% $ 
4.00% $ 
4.00% $ 

10.00% $ 
4.00% $ 
5.00% $ 
4.00% $ 
2.50% $ 
4.00% $ 
4.00% $ 
5.00% $ 
4.00% $ 
4.00% $ 
4.00% $ 
1.43% $ 
4.00% $ 
4.00% $ 
1.43% $ 
8.33% $ 
1.43% $ 
8.33% $ 
2.50% $ 
2.50% $ 
2.00% $ 
2.00% $ 
4.00% $ 
1.43% $ 
8.33% $ 
8.33% $ 
2.50% $ 
2.50% $ 
4.00% $ 

- $  - $  4.00% $ 
$ 851,134 $ - $  851,134 $ 43,063 56 Total Post Test Year Plant 



EPCOR - Mohave Water District 
Docket No. WS-01303A-14-0010 
Test Year Ended: June 30,2013 

PLANT In 
LINE ACCT SERVICE 
NO. NO. DESCRIPTION Per RUCO 

OPERATING INCOME ADJUSTMENT NO. 9 - DEPRECIATION EXPENSE ON TEST YEAR PLANT 

NonDepreciable DEPRECIABLE DEPRECIATION 

PLANT (Col A - COI B) RATE (Col C x Col D) 
or Fully Depreciated PLANT DEPRECIATION EXPENSE 

RUCO Surrebuttal Schedule 27 
Witness: Michlik 

Page 3 of 3 

2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 

340300 
340300 
304600 
340200 
340300 
304600 
343000 
346200 
340200 
340200 
341400 
304620 
304600 
343000 
343000 
341400 
341400 
346100 
346100 
340300 
340300 
340300 
340300 
340200 
340200 
340200 
340300 
340300 
340300 
340300 
340300 
340300 

GIS Data Model Conversion 
Project GPS Software 
AZ Corp - Phx Office Improvements 
AZ IT Hardware 
AZ IT Software 
Office 8 Ops Center - Central Shared 
Tools 8 Equip -Central Shared 
Video Conferencing Solution 
Laptops 
Servers 
Vehicles 
Office 8 Ops Center - Phx Office 
Office 8 Ops Center - Central Div 
Plant Facilities 8 Equip - AZ shared 
Tools 8 Equipment - AZ shared 
Vehicles - A2 shared 
New Valve Truck for Eastern Division 
Security - Central Div 
Security - Eastern Div 
Business Systems Upgrade - AZ 
GIS Upgraded Enhancements - AZ 
Engineering CMMS - AZ 
Engineering Project Management - A2 
Network Redundancy - AZ 
Laptops - AZ 
Monitors - AZ 
ArcGlS Implementation CA 
Water USA Win7 Office2012 - CA 
ESRl Project (GIS) 
Water USA Win7 Office2012 - US 
SAMSWater 8 Waste 
AZ IT Software 

35 Total Post Test Year Corporate Plant 
36 
37 Total 
38 
39 Composite Depreciation Rate: 
40 
41 Amortization of CIAC: 
42 
43 
44 Less Amortization of CIAC: 
45 
46 
47 
48 
49 
50 

Contributions in Aid of Construction (“CIAC): 

Depreciation Expense before Amortization of CIAC: 

Test Year Depreciation Expense - RUCO 

Test Year Depreciation Expense - Company 

Test Year Adjustment to Depreciation Expense 

51 
52 
53 
54 
55 
56 
57 
56 
59 
60 
61 
62 
63 
64 

RUCOs Removal of 24 month AFUDC Amortization Depreciation Expense 

Amortization of Regulatory Liability Over 5 Years 
Direct Plant 
Corporate Plant 
Total 

Remove Amortization of Regulatory Asset 

Total RUCO Adjustments (lines 173+175+180+182) 

Company Depreciation 

RUCOs Adjustmented Depreciation Expense 

References: 
Column [A]: RUCO Schedule 4 
Column [B]: From Column [A] 
Column [C]: Column [A] - Column [B] 
Column [D]: Staffs Typical Engineering Depreciation Rates 
Column [E]: Column [C] x Column [D] 

- $  - $  20.00% $ 
20.00% $ 

$ 
$ - $  - $  

- $  - $  20.00% $ 
2.50% $ 

$ 
- $  - $  

10.00% $ 
$ 

- $  - $  
20.00% $ 

$ 
$ - $  - $  

- $  - $  2.50% $ 
4.00% $ 

$ 
- $  - $  

10.00% $ 
$ 
$ - $  - $  

- $  - $  10.00% $ 
10.00% $ 

$ 
- $  - $  

8.33% $ 
$ 

- $  - $  
2.50% $ 

$ 
- $  - $  

2.50% $ 
$ 

- $  - $  
1.43% $ 

$ 
$ - $  - $  

- $  - $  4.00% $ 
4.00% $ 

$ 
$ - $  - $  

- $  - $  16.67% $ 
8.33% $ 

$ 
- $  - $  

1.43% $ 
$ 

- $  - $  
8.33% $ 

$ 
- $  - $  

2.50% $ 
$ 

- $  - $  
4.00% $ 

$ 
$ - $  - $  
$ - $  - $  4.00% $ 

- $  - $  1.43% $ 
8.33% $ 

$ 
- $  - $  

1.43% $ 
$ 

- $  - $  
20.00% $ 

$ 
- $  - $  

20.00% $ 
$ 
$ - $  - $  

- $  - $  20.00% $ 
20.00% $ 

$ 
$ - $  - $  
$ - $  - $  20.00% $ 

- $  - $  20.00% $ 
$ $ 

$ 
$ 

$ 40,609,876 $ 1,036,319 $ 39,573,557 $ 1,098,188 

2.78% 
$ 570,329 
$ 15,855 

$ 1,098,188 
$ 15,855 
$ 1,082,333 

$ 1,306,273 

$823,406 
$441,708 

$ (223,940) 

$ (22,070) 

$ (164,681) 
(88,3421 

$ (253,023) 

$ (2,795) 

$ (501,828) 

$ 1,331,139 

$ 829,311 
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RUCO Surrebuttal Schedule 28 
Witness: Michlik 

OPERATING INCOME ADJUSTMENT NO. 10 - PROPERTY TAX EXPENSE 

[A] 
I  LINE^ RUCO 
I NO. I Property Tax Calculation I AS ADJUSTED I I RECOMMENDED~ 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 

RUCO Adjusted Test Year Revenues 
Weight Factor 
Subtotal (Line 1 * Line 2) 
RUCO Recommended Revenue, Per Schedule JMM-1 
Subtotal (Line 4 + Line 5) 
Number of Years 
Three Year Average (Line 5 I Line 6) 
Department of Revenue Mutilplier 
Revenue Base Value (Line 7 * Line 8) 
Plus: 10% of CWlP - 
Less: Net Book Value of Licensed Vehicles 
Full Cash Value (Line 9 + Line 10 - Line 11) 
Assessment Ratio 
Assessment Value (Line 12 * Line 13) 
Composite Property Tax Rate (Per Company Schedule) 

RUCO Test Year Adjusted Property Tax (Line 14 * Line 15) 
Company Proposed Property Tax 

RUCO Test Year Adjustment (Line 16-Line 17) 
Property Tax - RUCO Recommended Revenue (Line 14 * Line 15) 
RUCO Test Year Adjusted Property Tax Expense (Line 16) 
Increase in Property Tax Expense Due to Increase in Revenue Requirement 

Increase to Property Tax Expense 
Increase in Revenue Requirement 
Increase to Property Tax per Dollar Increase in Revenue (LinelS/Line 20) 

$ 6,490,958 
2 

12,981,917 
6,490,958 

19,472,875 
3 

6,490,958 
2 

12,981,917 
90,135 

1 3,072,052 
18.1% 

2,363,819 
6.9000% 

$ 163,103 
163,376 

$ 6,490,958 
2 

$ 12,981,917 
$ 6,738,939 

19,720,856 
3 

$ 6,573,619 
2 

$ 13,147,237 
90,135 

$ 
$ 13,237,372 

18.1% 
$ 2,393,714 

6.9000% 
$ 

$ (2731 
$ 165,165 
$ 163,103 
$ 2,063 

$ 2,063 
247,980 

0.831 814% 

REFERENCES: 
Column [A]: Company Filing 
Column [E]: Testimony JMM 
Column [C]: Column [A] + Column [E] 
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RUCO Surrebuttal Schedule 29 
Witness: Michlik 

OPERATING INCOME ADJUSTMENT NO. 11 - TEST YEAR INCOME TAXES 

LINE 
NO. DESCRIPTION 

1 
2 
3 
4 Calculation of Income Tax: 
5 Revenue (RUCO Schedule 1) 
6 Operating Expenses Excluding Income Taxes 
7 Synchronized Interest 
8 Arizona Taxable Income 
9 Arizona State Income Tax Rate 
10 Arizona Income Tax 
11 Federal Taxable Income 
12 Federal Tax on First Income Bracket ($1 - $50,000) @ 15% 
13 Federal Tax on Second Income Bracket ($51,001 - $75,000) @ 25% 
14 Federal Tax on Third Income Bracket ($75,001 - $100,000) @ 34% 
15 Federal Tax on Fourth Income Bracket ($100,001 - $335,000) @ 39% 
16 Federal Tax on Fifth Income Bracket ($335,001 -$10,000,000) @ 34% 
17 Total Federal Income Tax 
18 Combined Federal and State Income Tax 
19 
20 
2 1 Calculation of Interest Synchronization: 
22 Rate Base (RUCO Schedule) 
23 Weighted Average Cost of Debt 
24 Synchronized Interest 
25 
26 
27 
28 
29 

Test Year 
$ 6,490,958 
$ 5,392,393 
$ 408,900 
$ 689,665 

6.0000% 
$ 41,380 
$ 648,285 
$ 7,500 
$ 6,250 
$ 8,500 
$ 91,650 
$ 106,517 
$ 220,417 
$ 261,797 

$ 16,226,202 
2.52% 

$ 408,900 

Income Tax - Per RUCO $ 261,797 
Income Tax - Per Company $ (114,941) 

RUCO Adjustment $ 376,738 

REFERENCES: 

Column [A]: Company Filing 
Column [B]: Testimony JMM 
Column [C]: Column [A] + Column [B] 
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LINE COMPANY RUCO 
NO. DESCRIPTION PROPOSED ADJUSTMENTS 

RUCO Surrebuttal Schedule 30 
Witness: Michlik 

RUCO’ 
RECOMMENDED 

OPERATING INCOME ADJUSTMENT NO. 12 - SURREBUTTAL ADJUSTMENTS 

Corporate Allocation $ 347,018 $ 7,796 $ 37,141 

Direct Surrebuttal Adjustment RUCO’s Adjustment to Surrebuttal 

Mid-Term Incentive Plan (MTIP) $ (33,020) $ (18,877) $ 14,143 

Advertising, Promotions and Donations $ (8,700) $ (8,378) $ 322 
Confidential Information 
Total 

Short-Term Incentive Plan (STIP) $ (91,622) $ (91,622) $ (0) 

IT Affiliated Charges Expenses - Account 5628 $ (869) $ (869) $ 0 

$ - $  (6,669) $ (6,669) 
$ (134,211) $ (126,416) $ 7,796 

’ Amounts may not reflect other adjustments. 

REFERENCES: 
Column [A]: Company Filing 
Column [B]: Testimony JMM 
Column [C]: Column [A] + Column [B] 
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Test Year Ended June 30,2013 Rate Design 

Monthly Usage Charge Present 

Meter Size: 
5/8x3/4 Inch - Residential - Low Income 
5/8x3/4 Inch - Residential 
5/8x3/4 Inch - Apartment, Commercial, Industial, OPA 
314 Inch - Residential 
314 Inch - Commercial, lndustial 
314 Inch -Apartment, OPA 
1 Inch -Al l  classes 
1.5 Inch - All classes 
2 Inch -Al l  classes 
3 Inch -Al l  classes 
4 Inch -Al l  classes 
6 Inch -Al l  classes 
8 Inch -Al l  classes 
10 Inch - All classes 
12 Inch - All classes 

$ 6.0000 
11 .oooo 
11 .oooo 
11 .oooo 
11 .oooo 
11 .oooo 
27.5000 
55.0000 
88.0000 

176.0000 
275.0000 
550.0000 
880.0000 

1,265.0000 
2,365.0000 

Fire Flow: 
2 Inch - Private Fire 
4 Inch - Private Fire 
6 Inch - Private Fire 
8 Inch - Private Fire 
10 Inch - Private Fire 
Public Hydrants 
Private Hydrants 
Public Sprinkler Head 

$ 5.0000 
10.0000 
15.0000 
20.0000 
25.0000 
12.3200 
12.3200 
0.7300 

Commodity Charge - Per 1,000 Gallons 

518 x 314" Meter (Residential) 
First 3,000 gallons 
3,001 to 10,000 gallons 
All gallons over 10,000 

518 x 314" Meter (Apartment, Commercial, Industrial) 
First 10,000 gallons 
Over 10,000 gallons 

314" Meter (Residential) 
First 3,000 gallons 
3,001 to 10,000 gallons 
All gallons over 10,000 

314" Meter (Apartment) 
First 10,000 gallons 
Over 10,000 gallons 

314" Other Public Authority 

314" Meter (Commercial. Industrial) 
First 10,000 gallons 
Over 10,000 gallons 

1" Meter (Residential, Apartment, Commercial, Industrial) 
First 15,000 gallons 
Over 15,000 gallons 

1 . 5  Meter (Residential, Apartment. Commercial, Industrial) 
First 30,000 gallons 
Over 30,000 gallons 

$ 0.8800 
1.8400 
3.0000 

1.8400 
3.0000 

$ 0.8800 
1.8400 
3.0000 

NIA 
NIA 

NIA 

NIA 
NIA 

1.8400 
3.0000 

1.8400 
3.0000 

Company 
Proposed Rates 

$ 9.3258 
15.5430 
15.5430 
15.5430 
15.5430 
15.5430 
38.8575 
77.7150 

124,3440 
248.6880 
388.5750 
777.1500 

1,243.4400 
1,787.4450 
3,341.7450 

$ 6.0325 
12.0650 
18.0975 
24.1300 
30.1625 
14.8641 
14.8641 
0.8807 

$ 1.5500 
2.5000 
3.2500 

2.5000 
3.2500 

$ 1.5500 
2.5000 
3.2500 

2.5000 
3.2500 

2.5000 

2.5000 
3.2500 

2.5000 
3.2500 

2.5000 
3.2500 

RUCO Surrebuttal Schedule 31 
Witness: Michlik 

Page 1 of 2 

RUCO 
Recommended Rates 

$ 6.8400 
11.4000 
11.4000 
11.4000 
11.4000 
11.4000 
28.5000 
57.0000 
91.2000 

182.4000 
285.0000 
570.0000 
912.0000 

1,311 .OOOO 
2,451 .OOOO 

$ 5.1800 
10.3600 
15.5500 
20.7300 
25.9100 
12.7700 
12.7700 
0.7600 

$ 0.9100 
1.9200 
3.1300 

1.9200 
3.1300 

$ 0.9100 
1.9200 
3.1300 

1.9200 
3.1300 

1.9200 

1.9200 
3.1300 

1.9200 
3.1300 

1.9200 
3.1300 
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Test Year Ended June 30,2013 

2" Meter (Residential. ADartment. Commercial. Industrial) 
First 50,000 gallons 
Over 50,000 gallons 

3" Meter (Residential. ADartment, Commercial, Industrial) 
First 100,000 gallons 
Over 100,000 gallons 

4" Meter (Residential, ADartment, Commercial. Industrial) 
First 150,000 gallons 
Over 150,000 gallons 

6" Meter (Residential, ADartment. Commercial. Industrial) 
First 300,000 gallons 
Over 300,000 gallons 

8" Meter (Residential, ADartment. Commercial, Industrial) 
First 1,125,000 gallons 
Over 1,125,000 gallons 

1 0  Meter (Residential, Aoartment, Commercial. Industrial) 
First 1,500,000 gallons 
Over 1,500,000 gallons 

12" Meter (Residential. Apartment. Commercial, Industrial) 
First 2,250,000 gallons 
Over 2,250,000 gallons 

Other Public Authoritv (All Meter Sizes other than 3/4") 
All Usage 

Fire and Hydrant Water 
All Usage 

Effluent (per acre foot) 

Rate Design 

1.8400 
3.0000 

1.8400 
3.0000 

1.8400 
3.0000 

1.8400 
3.0000 

1.8400 
3.0000 

1.8400 
3.0000 

1.8400 
3.0000 

1.8400 

1.8400 

227.7900 

2.5000 
3.2500 

2.5000 
3.2500 

2.5000 
3.2500 

2.5000 
3.2500 

2.5000 
3.2500 

2.5000 
3.2500 

2.5000 
3.2500 

2.5000 

2.5000 

See Mohave WW 

RUCO Surrebuttal Schedule 31 
Witness: Michlik 

Page 2 of 2 

1.9200 
3.1300 

1.9200 
3.1300 

1.9200 
3.1300 

1.9200 
3.1300 

1.9200 
3.1300 

1.9200 
3.1300 

1.9200 
3.1300 

1.9200 

1.9200 

See Mohave WW 



EPCOR - Mohave Water District 
Docket No. WS-01303A-14-0010 
Test Year Ended June 30,2013 

RUCO Surrebuttal Schedule 32 
Witness: Michlik 

Typical Bill Analysis 
General Service 5/8 x 3/4-lnch Meter 

Present Proposed Dollar Percent 
Company Proposed Gallons Rates Rates Increase Increase 

Average Usage 6,800 $ 20.63 $ 29.69 $ 9.06 43.92% 

Median Usage 5,000 17.32 25.19 $ 7.87 45.46% 

RUCO Recommended 

Average Usage 6,800 $ 20.63 $ 21.43 $ 0.79 3.85% 

Median Usage 5,000 17.32 17.97 $ 0.65 3.75% 

Present & Proposed Rates (Without Taxes) 
General Service 5/8 x 3/4-lnch Meter 

Company RUCO 
Prooosed % Recommended % Gallons Present 

Consumption Rates Rates Increase Rates Increase 
$ 11 .oo $ 15.54 41.30% $ 11.40 3.64% 

1,000 
2,000 
3,000 
4,000 
5,000 
6,000 
7,000 
8,000 
9,000 

10,000 
11,000 
12,000 
13,000 
14,000 
15,000 
16,000 
17,000 
18,000 
19,000 
20,000 
25,000 
30,000 
35,000 
40,000 
45,000 
50,000 
75,000 

100,000 

11.88 
12.76 
13.64 
15.48 
17.32 
19.16 
21 .oo 
22.84 
24.68 
26.52 
29.52 
32.52 
35.52 
38.52 
41.52 
44.52 
47.52 
50.52 
53.52 
56.52 
71.52 
86.52 

101.52 
116.52 
131.52 
146.52 
221 5 2  
296.52 

17.09 
18.64 
20.19 
22.69 
25.19 
27.69 
30.19 
32.69 
35.19 
37.69 
40.92 
44.14 
47.37 
50.59 
53.82 
57.04 
60.27 
63.49 
66.72 
69.94 
86.07 

102.19 
11 8.32 
134.44 
150.57 
166.69 
247.32 
327.94 

43.88% 
46.11% 
48.04% 
46.60% 
45.46% 
44.54% 
43.78% 
43.14% 
42.60% 
42.13% 
38.61% 
35.74% 
33.36% 
31.34% 
29.62% 
28.13% 
26.83% 
25.68% 
24.66% 
23.75% 
20.34% 
18.11% 
16.55% 
15.38% 
14.48% 
13.77% 
11.65% 
10.60% 

12.31 
13.22 
14.13 
16.05 
17.97 
19.89 
21.81 
23.73 
25.65 
27.57 
30.70 
33.83 
36.96 
40.09 
43.22 
46.35 
49.48 
52.61 
55.74 
58.87 
74.52 
90.17 

105.82 
121.47 
137.12 
152.77 
231.02 
309.27 

3.62% 
3.61% 
3.59% 
3.68% 
3.75% 
3.81% 
3.86% 
3.90% 
3.93% 
3.96% 
4.00% 
4.03% 
4.05% 
4.08% 
4.09% 
4.11% 
4.12% 
4.14% 
4.15% 
4.16% 
4.19% 
4.22% 
4.24% 
4.25% 
4.26% 
4.27% 
4.29% 
4.30% 
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SCH# 

RUCO-1 
RUCO-2 
RUCO-3 
RUCO-4 
RUCO-5 
RUCO-6 
RUCO-7 
RUCO-8 
RUCO-9 
RUCO-10 
RUCO-11 
RUCO-12 
RUCO-13 
RUCO-14 
RUCO-15 
RUCO-16 
RUCO-17 
RUCO-18 
RUCO-19 
RUCO-20 
RUCO-21 
RUCO-22 
RUCO-23 
RUCO-24 
RUCO-25 
RUCO-26 
RUCO-27 
RUCO-28 
RUCO-29 
RUCO-30 
RUCO-31 
RUCO-32 
RUCO-33 

TABLE OF CONTENTS TO SURREBUTTAL SCHEDULES 

REVENUE REQUIREMENT 
GROSS REVENUE CONVERSION FACTOR 

SUMMARY OF ORIGINAL COST RATE BASE ADJUSTMENTS 
RATE BASE - ORIGINAL COSTS 

ORIGINAL COST RATE BASE ADJUSTMENT # 1 - DIRECT PLANT ADJUSTMENTS 
ORIGINAL COST RATE BASE ADJUSTMENT # 2 - DIRECT UTILITY PLANT ACC. DEP. ADJUSTMENTS 
ORIGINAL COST RATE BASE ADJUSTMENT # 3 - AZ CORPORATE PLANT ADJUSTMENTS 
ORIGINAL COST RATE BASE ADJUSTMENT # 4 - AZ CORPORATE PLANT ACC. DEP. ADJUSTMENTS 
ORIGINAL COST RATE BASE ADJUSTMENT # 5 - POST-TEST YEAR ADJUSTMENTS 
ORIGINAL COST RATE BASE ADJUSTMENT # 6 - REGULAOTRY LIABILITY - OVER COLLECTION OF DEP. DIRECT PLANT 
ORIGINAL COST RATE BASE ADJUSTMENT # 7 - REGULAOTRY LIABILITY - OVER COLLECTION OF DEP. CORPORATE PLANT 
ORIGINAL COST RATE BASE ADJUSTMENT # 8 - REVERSE UNEXPENDED ClAC ADJUSTMENT 
ORIGINAL COST RATE BASE ADJUSTMENT # 9 - REVERSE 24 MONTHS OF AFUDC 
ORIGINAL COST RATE BASE ADJUSTMENT # 10 - CASH WORKING CAPITAL 
ORIGINAL COST RATE BASE ADJUSTMENT # 11 - NOT USED 
ORIGINAL COST RATE BASE ADJUSTMENT # 12 - SURREBUTAL ADJUSTMENTS 
OPERATING INCOME STATEMENT - ADJUSTED TEST YEAR AND RUCO RECOMMENDED 
SUMMARY OF OPERTING INCOME STATEMENT ADJUSTMENTS - TEST YEAR 
OPERATING INCOME ADJUSTMENT # 1 - ANNUALIZATIONS 
OPERATING INCOME ADJUSTMENT # 2 - REVESE DECLINING USAGE EXPENSE 
OPERATING INCOME ADJUSTMENT # 3 - NOT USED 
OPERATING INCOME ADJUSTMENT # 4 - REMOVE APS ESTIMATED POWER COSTS 
OPERATING INCOME ADJUSTMENT # 5 - NOT USED 
OPERATING INCOME ADJUSTMENT # 6 - CORPORATE ALLOCATIONS 
OPERATING INCOME ADJUSTMENT # 7 - RATE CASE EXPENSE 
OPERATING INCOME ADJUSTMENT # 8 - REVERSE TANK MAINTENANCE EXPENSE 
OPERATING INCOME ADJUSTMENT # 9 - DEPRECIATION EXPENSE 
OPERATING INCOME ADJUSTMENT # 10 - PROPERTY TAX EXPENSE 
OPERATING INCOME ADJUSTMENT # 11 - TEST YEAR INCOME TAXES 
OPERATING INCOME ADJUSTMENT # 12 - SURREBUTTAL ADJUSTMENTS 
RATE DESIGN 
TYPICAL BILL 
NOT USED 



~ ~ ~~ 

EPCOR - Paradise Valley Water District 
Docket No. WS-01303A-14-0010 
Test Year Ended: June 30,2013 

LINE 
NO. 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

DESCRIPTION 

Adjusted Rate Base 

REVENUE REQUIREMENT 

Adjusted Operating Income (Loss) $ 

Current Rate of Return (L2 / L1) 

Required Rate of Return 

Required Operating Income (L4 * L1) 

Operating Income Deficiency (L5 - L2) 

$ 

$ 

Gross Revenue Conversion Factor 

Required Revenue Increase (L7 * L6) $ 

Adjusted Test Year Revenue 

Proposed Annual Revenue (L8 + L9) 

Required Increase in Revenue (%) 

RUCO Surrebuttal Schedule 1 
Witness: Michlik 

[AI 
COMPANY 

FAIR 
VALUE 

39,380,442 

2,193,723 

5.57% 

6.87% 

2,705,436 

51 1,714 

1.6442 

841,337 

9,648,251 

10,489,588 

8.72% 

[BI 
RUCO 
FAIR 

VALUE 

$ 35,559,921 

$ 2,642,407 

7.43% 

6.09% 

$ 2,165,599 

$ (476,807) 

1.6350 

I$  (779,569)l 

$ 9,797,436 

$ 9,017,867 

-7.96% 

References: 
Column (A): Company Schedule A-I 
Column (6): RUCO Schedules 3 and 16 



EPCOR - Paradise Valleywater District 
Docket No. WS01303A-14-0010 
Test Year Ended: June 30,2013 

RUCO Surrebuttal Schedule 2 
Witness: Michlik 

GROSS REVENUE CONVERSION FACTOR 

LINE 
- NO. 

1 
2 
3 
4 
5 
6 

7 
8 
9 
10 
11 

12 
13 
14 
15 
16 
17 

18 
19 
20 
21 
22 
23 

24 
25 
26 

27 
28 
29 

30 
31 
32 
33 
34 

35 
36 
37 
38 

39 
40 
41 
42 
43 
44 
45 
46 
47 
48 
49 
50 
51 
52 

53 

54 
55 
56 

[AI 
DESCRIPTION 

PI 

Calculation of Gross Revenue Conversion Factor: 
Revenue 
Uncollecible Factor (Line 11) 
Revenues (L1 - L2) 
Combined Federal and State Income Tax and Property Tax Rate (Line 23) 
Subtotal (L3 - L4) 
Revenue Conversion Factor (Ll I L5) 

Calculation of Uncollecttible Factor: 
Unity 
Combined Federal and State Tax Rate (Line 23) 
One Minus Combined Income Tax Rate (L7 - L8 ) 
Uncollectible Rate 
Uncollectible Factor(L9 * L10 ) 

Calculation of Effective Tax Rate: 
Operating Income Before Taxes (Arizona Taxable Income) 
Arizona State Income Tax Rate 
Federal Taxable Income (L12 - L13) 
Applicable Federal Income Tax Rate (Line 55) 
Effective Federal Income Tax Rate (L14 x L15) 
Combined Federal and State Income Tax Rate (L13 +L16) 

Calculation of Effective ProDertv Tax Factor 
Unity 
Combined Federal and State Income Tax Rate (L17) 
One Minus Combined Income Tax Rate (L18-L19) 
Property Tax Factor 
Effective Property Tax Factor (LZO'LZI) 
Combined Federal and State Income Tax and Property Tax Rate (L17+L22) 

Required Operating Income 
AdjustedTest Year Operating Income (Loss) 
Required Increase in Operating Income (L24 - L25) 

Income Taxes on Recommended Revenue (Col. [E], L52) 
Income Taxes on Test Year Revenue (Col. [B], L52) 
Required Increase in Revenue to Provide for Income Taxes (L27 - L28) 

Recommended Revenue Requirement 
Uncollectible Rate (Line IO) 
Uncolllectible Expense on Recommended Revenue (L30'L31) 
Adjusted Test Year Uncollectible Expense 
Required Increase in Revenue to Provide for Uncollectible Exp. (L32-L33) 

Property Tax with Recommended Revenue 
Property Tax on Test Year Revenue 
Increase in Property Tax Due to Increase in Revenue (L35-L36) 
Total Required Increase in Revenue (L26 + L29 + L34 + L37) 

Calculation of lncome Tax: 
Revenue 
Operating Expenses Excluding Income Taxes 
Synchronized Interest (L56) 
Arizona Taxable Income (L39 - L40 - L41) 
Arizona State Income Tax Rate 
Arizona Income Tax (L42 x L43) 
Federal Taxable Income (L42 - L44) 
Federal Tax on First Income Bracket ($1 - $50,000) @ 15% 
Federal Tax on Second Income Bracket ($51,001 - $75,000) @ 25% 
Federal Tax on Third Income Bracket ($75,001 - $100,000) @ 34% 
Federal Tax on Fourth Income Bracket ($100,001 - $335,000) @ 39% 
Federal Tax on Fifth Income Bracket ($335,001 -$lO,OOO,OOO) @ 34% 
Total Federal Income Tax 
Combined Federal and State Income Tax (L44 + L51) 

100.0000% 
37.9600% 
62.0400% 
0.2817% 
0.1748% 

100.0000% 
6.0000% 

94.0000% 
34.0000% 
31.9600% 

37.9600% 

100.0000% 
37.9600% 

$ 2,165,599 
2,642,407 

$ (476,807) 

$ 776,753 
1,068,494 

(291,741) 

$ (779,569) 
0.2817% 

$ (2,196) 
$ 

(2,196) 

$ 324,518 
333,343 

(8,825) 
$ (779,569) 

Test RUCO 
Year Recommended 

$ 9,797,436 $ (779,569) $ 9,017,867 
$ 6,086,536 $ 6,075,515 
$ 896,110 $ 896,110 
$ 2,814,790 $ 2,046,241 

6.0 0 0 0 % 6.0000% 
$ 168,887 
$ 2,645,902 
$ 7,500 
$ 6,250 
$ 8,500 
$ 91.650 
$ 785,707 
$ 899,607 
$ 1,068,494 

$ 122,774 
$ 1,923,467 
$ 7,500 
$ 6,250 
$ 8,500 
$ 91.650 
$ 540,079 
$ 653,979 
$ 776,753 

Applicable Federal Income Tax Rate [Col. [E], L51 - Col. [B], L51] I [Col. [E], L45 - Cot. [B], L45] 34.0000% 

Calculation of Interest Synchronization: 
Rate Base 
Weighted Average Cost of Debt 
Synchronized Interest 

$ 35,559,921 

$ 896,110 
2.5200% 



EPCOR - Paradise Valley Water District 
Docket No. WS-01303A-14-0010 
Test Year Ended: June 30,2013 

RUCO Surrebuttal Schedule 3 
Witness: Coley 

RATE BASE - ORIGINAL COST 

LINE 
- NO. 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
17 

18 
19 
20 
21 
22 
23 
24 
25 
26 
27 

Plant in Service 
Less: Accumulated Depreciation 
Net Plant in Service 

LESS: 

Contributions in Aid of Construction (CIAC) 
Less: Accumulated Amortization 

Net CIAC 

Advances in Aid of Construction (AIAC) 

Customer Meter Deposits 
Customer Deposits 
Deferred Income Taxes & Credits 
FHSD Settlement 

[AI [BI [CI 
COMPANY RUCO 

AS RUCO AS 
ADJUSTMENTS ADJUSTED 

$ 73,128,007 $ (1,639,177) $ 71,488,830 
23,455,384 185,896 23,641,280 

$ 49,672,623 $ (1,825,074) $ 47,847,549 

$ 18.123.892 $ 43,632 $ 18,167,524 . .  
8,864,120 

$ 9,259,772 $ 43,632 $ 9,303,404 
8,864,120 

1,554,766 $ 1,554,766 $ $ 

23,819 

212,749 92,263 
39,646 

23,819 

305,012 
39,646 

1,308,258 1,308,258 
261,652 261,652 

1,046,606 

Regulatory Liability - Over-Collected Depreciation Expense 
Less: Amortization of Reg. Liab. - Over-Collection of Depre. Em. 

Net Regulatory Liability for Over-Collection of Depre. Exp. $ $ 1,046,606 $ 

ADD: 

Deferred Debits $ 778,686 $ (778,686) $ 

Working Capital Allowance 
Reconciling Item 

Original Cost Rate Base 

19,885 (34,261) (14,376) 
(0) (0) 

$ 39,380,442 $ (3,820,521) $ 35,559,921 

References: 
Column [A]: Company as Filed 
Column [B]: RUCO Schedule 4 
Column (C): Column (A) + Column (B) 
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EPCOR - Paradise Valley Water District 
Docket No. WS-01303A-14-0010 
Test Year Ended: June 30.2013 

LINE ACCT COMPANY RUCO 
NO. NO. DESCRIPTION PROPOSED ADJUSTMENTS 

RUCO Surrebuttal Schedule 9 
Witness: Radigan 

RUCO’ 
RECOMMENDED 

RATE BASE ADJUSTMENT NO. 5 - POST-TEST YEAR PLANT AND ACCUMULATED DEPRECIATION 

2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 
42 
43 
44 
45 
46 
47 
48 
49 
50 
51 
52 
53 
54 
55 
56 
57 
58 
59 
60 
61 
62 
63 
E4 
65 
66 
67 
68 
69 
70 
71 
72 
73 
74 
75 
76 
77 
78 
79 

331001 
343000 
341400 
320100 
339600 
346190 
320200 
343000 
311200 
311200 
311200 
31 1200 
335000 
331200 
334100 
333000 
331001 
334100 
304600 
343000 
331200 
31 1200 
346190 
3351 00 
331200 
334100 
333000 
343000 
331001 
335000 
31 1200 
31 1200 
31 1200 
31 1200 
31 1200 
31 1200 
331200 

PV water ~ Valves Replace 
PV water - Tools 8 Equip 
PV water - Transportation Equip 
PV - MRTF 
PV water - GIS Map Books 
PV water - SCADA 
PV water ~ Arsenic Removal Facility 
PV water - Concrete saw 
PV water - MRTF D.P. pump #2 
PV water - Well 11 
PV water-Las Brisas Booster Pump Replacement 
PV water - Well 128 
Hydrants replaced 
Main Breaks 
Meters replaced 
Services replaced 
Valves replaced 
Meters upldownsize 
Office 8 Ops Center 
Tools &Equip 
Mains Scheduled replace/relocate AZ 
Plant Facilities 8 Equip AZ 
SCADA AZ 
Hydrants replaced 
Main Breaks 
Meters replaced 
Services replaced 
Tools 8 Equip 
Valves replaced 
PV water - Hydrants New 
Plant Facilities 8 Equip AZ 
PFE Las Brisas Electrical Meter 
PFE Well #I5 Pump 
PFE PV Automated External Defibrillator 
RPNB PFE DP #3 VFD 
RPNB PFE Well #I4 Pump 
Mains Scheduled replace/reiocate AZ 

Post Test Year Allocated CorDorate Plant: 
340300 ArcGlS lmolementation CA 
340300 
340300 
340300 
340300 
340300 
340300 
340300 
304620 
340200 
340300 
340300 
304600 
343000 
346200 
340200 
340200 
341400 
304620 
304600 
343000 
343000 
341400 
346100 
346100 
341400 
340300 
340300 
340330 
340300 
340200 
340200 
340200 

Water USA win7 0ffice2012 - CA 
ESRl Project (GIS) 
Water USA Win7 Office2012 - US 
SAMSWater 8 Waste 
EMS Webviewer-ArcGIS 
GIS Data Model Conversion 
Project GPS Software 
AZ Corp - Phx Office Improvements 
AZ IT Hardware 
AZ IT Software (7A) 
AZ IT Software (6U) 
Office 8 Ops Center - Central Shared 
Tools 8 Equip - Central Shared 
Video Conferencing Solution 
Laptops 
Servers 
Vehicles 
Office 8 Ops Center - Phx Office 
Office 8 Ops Center - Central Div 
Piant Facilities 8 Equip - AZ shared 
Tools 8 Equipment - AZ shared 
Vehicles - AZ shared 
Security -Central Div 
Security - Eastern Div 
RPNB Vehicles- New Valve Truck for Eastern Div 
Business Systems Upgrade ~ AZ 
GIS Upgrades/ Enhancements - AZ 
Engineering CMMS ~ AZ 
Engineering Project Management - AZ 
Network Redundancy - AZ 
Laptops - AZ 
Monitors - AZ 

Total 

Accumulated Depreciation 

’ Amounts may not reflect other adjustments. 

REFERENCES: 
Column [A]: Company Filing 
Column [B]: Testimony FR 
Column [C]: Column [AI +Column [B] 

$ 1,279,112 $ 
1,265 

(54,000) 
(21,584) 
(6,958) 

(12.760) 
1,490 
(268) 

64,725 
(220) 

(1,288) 
2,710 
2,192 
2,394 

50,719 
10,277 
33,177 

157.530 
105,328 

591,754 
16,118 
31,046 

187,112 
229,393 

(5.170) 
125,876 

(48) 
73.894 
5,792 

15,698 
2,098 

23,198 
1,504 

26 

3 
496 

2,805 
10,077 
2,341 

499 

- $  1 
(1,265) 
54,000 
21,584 
6,958 

12.760 
(1.490) 

268 
(64,725) 

220 
1,288 

(2,710) 
(2,192) 
(2,394) 

(50.719) 
(10.277) 
(33,177) 

(157,530) 
(105.328) 

(591,754) 
(16,118) 
(31,046) 

(187,112) 
(229,393) 

5,170 
(125,876) 

48 
(73.894) 
(5,792) 

(1 5,698) 
(2,098) 

(23,198) 
(1,504) 

(26) 

(3) 
(496) 

(2,805) 
(10,077) 
(2.341) 

(499) 

1,279,112 

3,483 (3,483) 

$ 2,933,450 $ (1,654,338) 5 1,279,112 

$ 23.455.384 $ (53,102) $ 23,402,282 



RUCO Surrebuttal Schedule 10 EPCOR - Paradise Valley Water District 
Docket No. WS41303A-14-0010 
Test Year Ended June 30,2013 

RATE BASE ADJUSTMENT NO. 6 - REGULATORY LIABILITY - DIRECT PLANT OVER-COLLECTED DEPRECIATION EXPENSE 

LINE ACCT. 
NO. NO. - -  

Direct Plant: 

1 304100 
2 340200 
3 340300 
4 341100 
5 341300 
6 346100 

7 

8 

DESCRIPTION 

[AI 161 IC1 
TEST YEAR (“TY“) END POST TEST YEAR (‘‘PY) TOTAL 

OVERCOLLECTED OVER-COLLECTED OVER-COLLECTED 

AMOUNT AMOUNT AMOUNT 
DEPRECIATION DEPRECIATION DEPRECIATION 

Structures 8 Improvements Supply $ (827,875) $ (7.927) $ (835.802) 
Computer 8 Periphal Equipment (55,618) (7.615) (63.233) 
Computer Software (1 43,937) (18.702) (162,639) 
Transportation Equip Light Duty Truks (20,414) 0 (20,414) 

Communication Equipment Non-Telephone (2,145) (89.159) (91,304) 

Total Over-Depreciated Direct Plant $ (1,050,001) $ (123,403r $ (1 .I 73,404) 

Transportation Equipment Autos (13) (13) 

District‘s Direct Piant Over-Collected Depreciation Expense to be Credited to Depreciation Expense ..................................... I $ (1,173,404)1 

REFERENCES. 
Column [A]: Testimony TJC 
Column [B]: Testimony TJC 
Column [C]: Column [A] +Column [B] 
Column [O]: Column [C] x 20% 

Witness: Coley 

[W 
CREDIT 
ANNUAL 

DEPRE. EXP. 
20% 

$ (167,160.38) 
(12,646.67) 
(32,527.77) 
(4,082.76) 

(2.53) 
(1 8,260.73) 

(234,681) 



EPCOR - Paradise Valley Water District 
Docket No. WS-01303A-14-0010 
Test Year Ended: June 30,2013 

RUCO Surrebuttal Schedule 11 
Witness: Coley 

RATE BASE ADJUSTMENT NO. 7 - REGULATORY LIABILITY - AZ-CORPORATE PLANT OVER-COLLECTED DEPRECIATION EXPENSE 

[AI PI IC1 Dl 
TOTAL TOTAL TUBAC 

ALLOCATION N AZ-CORPORATE P N  AZ-CORPORATE TOTAL 

Allocated Comorate Plant: 

1 304620 Structures & Improvements Leasehold 
2 340300 Computer Software 
3 340330 Computer Software Other 

OVER-COLLECTED OVER-COLLECTED OVER-COLLECTED FACTOR 
DEPRECIATION EXP. DEPRECIATION E m .  AMORTIZATION EXP. 

$ (24,958) $ (9,888) $ (34,846) $ (1,043) 
(3,128,854) (721,389) (3.850243) (1 15,198) 

(52.912) (18,705) (71,618) (2,143) 

[El 
CREDIT 
ANNUAL 

DEPRE. EXP. 
20% 

$ (209) 
(23,040) 

(429) 

Trial Balance 
Acct. No. 

4 1568 Software Intangibles 21,439 21.439 641 
5 1569 Software Intangibles Amortization (571.918) (571,918) (17,112) 

6 Software Intangibles Net of Amortization $ (550,478) $ - $  (550,478) $ (16,470) (3,294) 

7 Total Corporate Over-Collected Depreciation Exp. $ (3,757,203) $ (749,982) $ (4,507,185) $ (134,854) (26,971) 
~ ~ 

8 District's AZ-Corporate Plant Over-Collected Depreciation Expense to be Credited to Depreciation Expense ........................................ 

REFERENCES: 
Column [A]: Testimony TJC 
Column [B]: Testimony TJC 
Column [C]: Column [AI +Column [B] 
Column [D]: Column [C] x District's Allocation Facto! 
Column [E]: Column [D] x 20% 



EPCOR - Paradise Valley Water District 
Docket No. WS-OI303A-14-0010 
Test Year Ended: June 30,2013 

LINE ACCT COMPANY RUCO 
PROPOSED ADJUSTMENTS 

RATE BASE ADJUSTMENT NO. 8 - REVERSE UNEXPENDED ClAC 

RUCO’ 
RECOMMENDED 

RUCO Surrebuttal Schedule 12 
Witness: Coley 

NO. NO. DESCRIPTION 

’ Amounts may not reflect other adjustments. 

REFERENCES: 
Column [A]: Company Filing 
Column [B]: Testimony TJC 
Column [C]: Column [A] + Column [B] 



EPCOR - Paradise Valley Water District 
Docket No. WS-01303A-14-0010 
Test Year Ended: June 30,2013 

COMPANY RUCO LINE ACCT 
ADJUSTMENTS DESCRIPTION PROPOSED 

RUCO Surrebuttal Schedule 13 
Witness: Coley 

RUCO’ 
RECOMMENDED 

RATE BASE ADJUSTMENT NO. 9 - REMOVAL OF 24 MONTH DEFERRAL OF ALLOWANCE FOR FUNDS USED DURING CONSTRUCTION (“AFUDC“) AND DEPRECIATION EXPNESE 

NO. NO. 

’ Amounts may not reflect other adjustments. 

REFERENCES: 
Column [A]: Company Filing 
Column [E]: Testimony TJC 
Column IC]: Column [AI +Column PI 



EPCOR - Paradise Valley Water District 
Docket No. WS-01303A-14-0010 
Test Year Ended: June 30,2013 

RUCO Surrebuttal Schedule 14 
Witness: Coley 

RATE BASE ADJUSTMENT NO. 10 - CASH WORKING CAPITAL 

IA] [BI [C] 
LINE ACCT COMPANY RUCO RUCO' 
NO. NO. DESCRIPTION PROPOSED ADJUSTMENTS RECOMMENDED 
1 Working Capital Allowance $ 19,885 $ (34,261) (14.376) 

[AI 

OPERATING EXPENSES 
Labor 
Purchased Water 
Fuel 8 Power 
Chemicals 
Waste Disposal 8 Other Utilities 
Intercompany Support Services 
Corporate Allocation 
Outside Services 
Group Insurance 
Pensions 
Regulatory Expense 
Insurance Other Than Group 
Customer Accounting (Less Bad Debt Expense) 
Rents 
General Office Expense 
Miscellaneous 
Maintenance Exoense 

TAXES 
Property Taxes 
Taxes - Payroll 
Taxes -Other 
Income Tax 

Interest Expense 

TOTAL 

' Amounts may not reflect other adjustments 

Proforma 
Test Year 
Amount 

Revenue Expense Net 
Lag (Lead) Lag (Lead) Lag (Lead) 

Days Days Days Col. C - Col. D 

1,205.431 
151.278 

1,308.078 
60.878 
15,320 
860 

199,045 
233,418 
321,965 
3,881 

138,643 
190,324 
30,456 
132,498 
91,440 
327,031 

324,518 
85,375 
35,401 

1,068,494 

896,110 

6,820,444 

41.13 
41.13 
41.13 
41.13 
41.13 
41.13 
41.13 
41.13 
41.13 
41.13 
41.13 
41.13 
41.13 
41.13 
41.13 
41.13 
41.13 

[El 

30.63 
43.67 
49.43 
16.00 
60.86 
30.42 
30.42 
51.27 
(10.72) 
67.98 
(33.29) 
54.92 
49.83 
31.64 
34.30 
30.35 
50.45 

10.49 
(2.55) 

25.13 
(19.74) 
10.71 
10.71 
(10.15) 
51.84 
(26.86) 
74.42 
(1 3.79) 
(8.71) 
9.49 
6.82 
10.78 
(9.32) 

(8.30) 

41.13 213.25 (1 72.1 3) 
41.13 26.40 14.72 
41.13 (129.47) 170.59 
41.13 41.75 (0.63) 

41.13 91.25 (50.13) 

Cash Working Capital Requirement 

Company Working Capital Requirement 

RUCO Cash Working Capital Adjustment 

______~ 
Cash 

Working 
Lead/Lag Capital 

Factor Required 
Col U365 Col B'Col F 

19 

0.03 
(0.01) 
(0.02) 
0.07 
(0.05) 
0.03 
0.03 
(0.03) 
0.14 
(0.07) 
0.20 
(0.04) 
(0.02) 
0.03 
0.02 
0.03 
(0.03) 

(0.47) 
0.04 
0.47 
(0.00) 

(0.14) 

[GI 

34,650 
(1,055) 
(29.756) 
4,191 
(828) 
25 

5.838 
(6.489) 

(286) 

(5.239) 
(4.541 ) 
792 

2,476 
2,700 
(8,351) 

45.729 

(153,035) 
3,444 
16,546 
(1,830) 

(123,062) 

(218,083) 

(183,822) 

(34,261) 



EPCOR. Paradise Valley Water District 
Dockel No. WS-01303A-140010 
Test Year Ended: June 30.2013 

RUCO Surrebuttal Schedule 15 
Witn.66: coiey 

RATE BASE ADJUSTMENT NO. 11 . REMOVAL OF 24 MONTH DEFERRAL OF ALLOWANCE FOR FUNDS USED DUWNG CONSTRUCTION ["AFUDC") AND DEPRECIATION EXPNESE 

[AI 14  IC1 
UNE ACCT COMPANY RUCO RUCO' 
NO. NO. DESCRIPTION PROPOSED ADJUSTMENTS RECOMMENDED 1 

Defwred Debits 170.788 

' Amounts may not reflect Othw adiustmenls 

REFERENCES. 
Column [A]: Company Filing 
Column [B]: Testimony TJC 
Column [C]: Column [A] + Column [SI 



EPCOR - Paradise Valley Water District 
Docket No. WS-01303A-14-0010 
Test Year Ended: June 30,2013 

LINE ACCT COMPANY RUCO 
ADJUSTMENTS 

RUCO Surrebuttal Schedule 16 
Wltness: Coley 

RUCO’ 
RECOMMENDED NO. NO. DESCRIPTION PROPOSED 



EPCOR - Paradise Valley Water District 
Docket No. WS-01303A-14-0010 
Test Year Ended: June 30,2013 

OPERATING INCOME STATEMENT -ADJUSTED TEST YEAR AND RUCO RECOMMENDED 

RUCO Surrebuttal Schedule 17 
Witness: Michlik 

LINE 
- NO. 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 

DESCRIPTION 

REVENUES: 
Metered Water Sales 
Water Sales-Unmetered 
Other Operating Revenue 
Intentionally Left Blank 
Total Operating Revenues 

OPERATlNG EXPENSES: 
Salaries and Wages 
Purchased Water 
Fuel & Power 
Fuel for Power Production 
Chemicals 
Waste Disposal 
Intercompany Support Services 
Corporate Allocation 
Outside Services 
Group Insurance 
Pensions 
Regulatory Expense 
Insurance Other Than Group 
Customer Accounting 
Rents 
General Office Expense 
Miscellaneous Expenses 
Maintenance Expense 
Depreciation and Amortization Expense 
General Taxes - Property Taxes 
General Taxes-Other 
Income Taxes 
Interest on Customer Deposits 
Total Operating Expenses 
Operating Income (Loss) 

References: 
Column (A): Company Schedule C-I  
Column (B): RUCO Schedule 18 
Column (C): Column (A) + Column (B) 
Column (D): RUCO Schedules 28 and 29 
Column (E): Column (C) + Column (D) 

[AI PI [CI [Dl [El 
COMPANY RUCO 
ADJUSTED RUCO TEST YEAR RUCO 
TEST YEAR TEST YEAR AS PROPOSED RUCO 
AS FILED ADJUSTMENTS ADJUSTED CHANGES RECOMMENDED 

$ 9,589,273 $ 149,185 $ 9,738,458 $ (779,569) $ 8,958,889 

58,978 58,978 58,978 

$ 9,646,251 $ 149,185 $ 9,797,436 $ (779,569) $ 9,017,867 

$ 1,205,431 

1,329,578 

58,805 
15,320 

860 
314,349 
233,418 
321,965 

3,881 
66,802 

138,643 
197.288 
30,456 

132,498 
91,440 

512,882 
1,608,655 

335,846 
120,776 
735,635 

$ 7,454,528 
$ 2,193,723 

$ 
151,278 
(21,500) 

2.073 

(1 15,304) 

(26,922) 

(832) 

(185,851) 
(432,796) 

(2,503) 

332,859 

$ (299,497) 
$ 448,683 

$ 1,205,431 
151,278 

1,308,078 

60,878 
15,320 

860 
199,045 
233,418 
321,965 

3,881 
39.880 

138,643 
196,456 
30,456 

132,498 
91,440 

327,031 
1,175,859 

333,343 
120,776 

1,068,494 

$ 7,155,030 
$ 2,642,407 

(2,196) 

(8,825) 

(291,741) 

1,205,431 
151,278 

1,308,078 

60,878 
15,320 

860 
199,045 
233,418 
321,965 

3,881 
39,880 

138,643 
194,260 
30,456 

132,498 
91,440 

327,031 
1 ,I 75,859 

324,518 
120,776 
776,753 

$ (302,762) $ 6,852,269 
$ (476,807) $ 2,165,596 
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EPCOR - Paradise Valley Water District 
Docket No. WS-01303A-14-0010 
Test Year Ended: June 30,2013 

RUCO Surrebuttal Schedule 19 
Witness: Michlik 

OPERATING INCOME ADJUSTMENT NO. 1 - ANNUALIZATIONS 

[AI PI [Cl 
LINE COMPANY RUCO RUCO 
NO. DESCRIPTION PROPOSED ADJUSTMENTS RECOMMENDED 

Water Revenues $ 9,589,273 $ 83,225 $ 9,672,498 

Purchased Water $ - $  - $  

Fuel and Power $ 1,329,578 $ 12,230 $ 1,341,808 

Chemicals $ 58,805 $ 597 $ 59,402 

$ 197,288 $ (832) $ 196,456 Customer Accounting 

REFERENCES: 
Column [A]: Company Filing 
Column [B]: Testimony JMM 
Column [C]: Column [A] + Column [B] 



EPCOR - Paradise Valley Water District 
Docket No. WS-Ol303A-14-0010 
Test Year Ended: June 30,2013 

LINE COMPANY RUCO 
NO. DESCRIPTION PROPOSED ADJUSTMENTS 

RUCO Surrebuttal Schedule 20 
Witness: Michlik 

RUCO’ 
RECOMMENDED 

OPERATING INCOME ADJUSTMENT NO. 2 - REVERSE DECLINING USAGE ADJUSTMENT 

3 Purchased Water $ - $  13,196 $ 13,196 
4 
5 Fuel and Power $ 1,329,578 $ 7,501 $ 1,337,079 
6 
7 Chemicals 
8 

Amounts may not reflect other adjustments. 1 

REFERENCES: 
Column [A]: Company Filing 
Column [B]: Testimony JMM 
Column [C]: Column [A] + Column [B] 

$ 58.805 $ 1.476 $ 60.281 



EPCOR - Paradise Valley Water District 
Docket No. WS-01303A-14-0010 
Test Year Ended: June 30,2013 

RUCO Surrebuttal Schedule 21 
Witness: Michlik 

OPERATING INCOME ADJUSTMENT NO. 3 -ADD CAP CHARGES TO BASE RATES 

[AI PI [CI 
LINE COMPANY RUCO RUCO 
NO. DESCRIPTION PROPOSED ADJUSTMENTS RECOMMENDED 

1 Purchased Water $ - $  138,082 $ 138,082 

REFERENCES: 
Column [A]: Company Filing 
Column [B]: Testimony JMM 
Column [C]: Column [A] + Column [B] 



EPCOR - Paradise Valley Water District 
Docket No. WS-01303A-14-0010 
Test Year Ended: June 30,2013 

LINE COMPANY RUCO 
NO. DESCRIPTION PROPOSED ADJUSTMENTS 

RUCO Surrebuttal Schedule 22 
Witness: Michlik 

RUCO 
RECOMMENDED 

OPERATING INCOME ADJUSTMENT NO. 4 - REMOVE APS ESTIMATED POWER COSTS 

Mohave Water District 
Paradise Valley Water District 
Sun City Water District 
Tubac Water District 
Mohave Wastewater District 
Total 

REFERENCES: 
Column [A]: Company Filing 
Column [B]: Testimony JMM 
Column [C]: Column [A] + Column [B] 

. .  
$ (222 
$ (94,695) 



EPCOR - Paradise Valley Water District 
Docket No. WS-01303A-14-0010 
Test Year Ended: June 30,2013 

RUCO Surrebuttal Schedule 23 
Witness: Michlik 

OPERATING INCOME ADJUSTMENT NO. 5 - NOT USED 

[AI [BI [CI 
I LINE I I COMPANY I RUCO I RUCO I NO. I DESCRIPTION I PROPOSED I ADJUSTMENTS I RECOMMENDED 

1 Metered Water Sales $ - $  - $  
2 
3 Chemicals 
4 

REFERENCES: 
Column [A]: Company Filing 
Column [B]: Testimony JMM 
Column [CJ: Column [A] + Column [B] 

$ - $  - ! $  



EPCOR - Paradise Valley Water District 
Docket No. WS-01303A-14-0010 
Test Year Ended: June 30,2013 

RUCO Surrebuttal Schedule 24 
Witness: Smith 

OPERATING INCOME ADJUSTMENT NO. 6 - CORPORATE ALLOCATION EXPENSE 

[A] [B] [C] 
I LINE I COMPANY RUCO RUCO’ I NO. I DESCRIPTION PROPOSED I ADJUSTMENTS I RECOMMENDED I 

1 Corporate Allocation $ 314,349 $ (118,248) $ 196,101 
2 
3 
4 Short-Term Incentive Plan (STIP) $ (82,996) 
5 Mid-Term Incentive Plan (MTIP) (29,911) 

RUCOs Summary of Corporate Allocation Disallowances 

6 IT Affiliated Charges Expenses - Account 5628 (788) 
7 Advertising, Promotions and Donations (4,553) 
8 Total $ (1 18,248) 

’ Amounts may not reflect other adjustments. 

REFERENCES: 
Column [A]: Company Filing 
Column [B]: Testimony RAS 
Column [C]: Column [A] + Column [B] 



EPCOR - Paradise Valley Water District 
Docket No. WS-01303A-14-0010 
Test Year Ended: June 30,2013 

Company 
Proposed Rate 
Case Expense 

Percentage 

RUCO Surrebuttal Schedule 25 
Witness: Michlik 

RUCO Normalized 
Recommended Rate Over Years 

Case Expense 

OPERATING INCOME ADJUSTMENT NO. 7 -ADJUST RATE CASE EXPENSE 

[AI [BI PI 
I LINE I I COMPANY I RUCO I RUCO I ~~- 

I NO. I DESCRIPTION I PROPOSED ~ADJUSTMENTS~ RECOMMENDED 
1 Rate Case Expense $ 66,802 $ (26,922) $ 39,880 

5% $ 30,160 $ 15,080 $ 5,027 Mohave Wastewater District 
Total 100% $ 650,000 $ 325,000 $ 108,333 

REFERENCES: 
Column [A]: Company Filing 
Column [B]: Testimony JMM 
Column [C]: Column [A] + Column [B] 



EPCOR - Paradise Valley Water District 
Docket No. WS-01303A-14-0010 
Test Year Ended: June 30,2013 

LINE COMPANY RUCO 
NO. DESCRIPTION PROPOSED ADJUSTMENTS 

RUCO Surrebuttal Schedule 26 
Witness: Michlik 

RUCO’ 
RECOMMENDED 

OPERATING INCOME ADJUSTMENT NO. 8 - REVERSE TANK MAINTENANCE EXPENSE 

’ Amounts may not reflect other adjustments. 

REFERENCES: 
Column [A]: Company Filing 
Column [B]: Testimony JMM 
Column [C]: Column [A] + Column [B] 



EPCOR - Paradise Valley Water District 
Docket No. WS-01303A-14-0010 
Test Year Ended: June 30,2013 

LINE ACCT 
NO. NO. DESCRIPTION 

RUCO Surrebuttal Schedule 27 
Witness: Michlik 

Page I of 3 

PLANT In 

Per RUCO 
SERVICE 

2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 
42 
43 
44 
45 
46 
47 
48 

NonDepreciable 
or Fully Depreciated 

PLANT 

OPERATING INCOME ADJUSTMENT NO. 9 - DEPRECIATION EXPENSE ON TEST YEAR PLANT 

DEPRECIABLE DEPRECIATION 
PLANT DEPRECIATION EXPENSE 

(Col A - Col B) (Col C x Col D) RATE 

341100 
341300 
341400 
342000 
343000 
344000 
345000 
346100 
346190 
346300 

Transportation Equip Light Duty Truks 
Transportation Equipment Autos 
Transportation Equipment Other 
Stores Equipment 
Tools,Shop,Garage Equipment 
Laboratory Equipment 
Power Operated Equipment 
Communication Equipment Non-Telephone 
Remote Control 8 Instrument 
Communication Equipment Other 

49 Total Plant 
50 
51 Corporate Plant Allocation 
52 304500 Structures & Improvements General 
53 304620 Structures 8 Improvements Leasehold 
54 334100 Meters 
55 339600 Other PIE-CPS 
56 340100 Office Furniture 8 Equipment 
57 340200 Computer & Periphal Equipment 
58 340300 Computer Software 
59 340300 Computer Software Other 
60 344000 Laboratory Equipment 
61 346100 Communication Equipment Non-Telephone 
62 346190 Remote Control & Instrument 
63 346200 Communication Equipment Telephone 
64 346300 Communication Equipment Other 
65 347000 Miscellaneous Equipment 
66 Total Corporate Plant Allocation 

1,831 $ 
8,324 $ 

158,547 $ 
- $  
- $  
- $  
- $  
- $  
- $  
- $  
- $  
- $  
- $  
- $  
- $  
- $  
- $  
- $  
- $  
- $  
- $  
- $  
- $  
- $  
- $  
- $  
- $  
- $  
- $  
- $  
- $  
- $  
- $  

38,077 $ 
37,405 $ 

- $  
- $  
- $  
- $  
- $  
- $  
- $  
- $  
- $  

456,755 $ 
- $  

3,581 
20,737,611 

23,764 
26,113 

0 
4,629 

2,639,547 
373,503 
230,827 
554,631 

3,765,569 
190 

358,319 
10,641,712 

638,137 
2,400,280 
3,734,244 

364,519 
5,945,853 
9,380,895 

547,004 
14,058 

3,431,903 
1,206,522 

177,916 
1,316,243 

179,033 
61,561 

32 1 
(0) 
(0) 

201.81 3 
1,943 

321,404 
17,620 
32,228 

18.279 

0.00% $ 
0.00% $ 
2.50% $ 
2.00% $ 
2.00% $ 
2.00% $ 
2.50% $ 
2.50% $ 
2.50% $ 

2.50% $ 
2.50% $ 
1.67% $ 
3.33% $ 
3.33% $ 
4.00% $ 
4.00% $ 
4.00% $ 
5.00% $ 

10.00% $ 
1.54% $ 
2.00% $ 
1.43% $ 
1.43% $ 
1.43% $ 
1.43% $ 
1.43% $ 
2.50% $ 
8.33% $ 
2.50% $ 
2.00% $ 
3.33% $ 
4.50% $ 

10.00% $ 
20.00% $ 
20.00% $ 
6.67% $ 

20.00% $ 
16.67% $ 
16.67% $ 
4.00% $ 
4.00% $ 
4.00% $ 
5.00% $ 

10.00% $ 
10.00% .$ 

2.50% $ 

72 
41 4,752 

475 
653 

0 
116 

65,989 
6,225 
7,694 

18,488 
150,623 

8 
14,333 

532,086 
63,814 
36,927 
74,685 
5,207 

84,941 
134,013 

7,814 
201 

85,798 
100,544 

4,448 
26,325 

5,968 
2,770 

21 
(0) 
(0) 

33,635 
78 

12,856 
705 

1,611 

1,828 
$ 58,841 $ - $  58,841 10.00% $ 5,884 

1,901,585 $ 70,111,553 $ $ 700,938 $ 69,410,615 

2,917 
595 
351 

10,917 
37,790 
24,488 

451 
191 
517 

5,567 
455 

1,597 
147 

2,917 
595 
351 

10,917 
37,790 
24,488 

451 
191 
51 7 

5,567 
455 

1,597 
147 

2.50% 
2.50% 
8.33% 
3.33% 
4.50% 

10.00% 
20.00% 
20.00% 
4.00% 

10.00% 
10.00% 
10.00% 
10.00% 

73 
15 
29 

364 
1,701 
2,449 

90 
38 
21 

557 
45 

160 
15 

$ 12,183 $ - $  12,183 6.25% $ 761 
$ 98,165 $ - $  98,165 $ 6,317 



EPCOR - Paradise Valley Water District 
Docket No. WS41303A-14-0010 
Test Year Ended: June 30,2013 

PLANT In NonDepreciable DEPRECIABLE 
LINE ACCT SERVICE or Fully Depreciated PLANT DEPRECIATION 
NO. NO. DESCRIPTION Per RUCO PLANT (Col A - Col B) RATE 

RUCO Surrebuttal Schedule 27 
Witness: Michlik 

Page 2 of 3 

DEPRECIATION 
EXPENSE 

(Col C x Col D) 



EPCOR - Paradise Valley Water District 
Docket No. WS-01303A-14-0010 
Test Year Ended: June 30,2013 

LINE ACCT 
NO. NO. 

RUCO Surrebuttal Schedule 27 
Witness: Michlik 

Page 3 of 3 

PLANT In 
SERVICE 

DESCRIPTION Per RUCO 

OPERATING INCOME ADJUSTMENT NO. 9 - DEPRECIATION EXPENSE ON TEST YEAR PLANT 

2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 
42 
43 
44 
45 
46 
47 
48 
49 
50 
51 
52 
53 
54 
55 
56 
57 
58 
59 
60 
61 
62 
63 
64 

340200 Monitors - AZ 

Total 

Composite Depreciation Rate: 
Contributions in Aid of Construction (“CIAC): 
Amortization of CIAC: 

Depreciation Expense before Amortization of CIAC: 
Less Amortization of CIAC: 
Test Year Depreciation Expense - RUCO 

Test Year Depreciation Expense - Company 

Test Year Adjustment to Depreciation Expense 

[B] [C] [D] [E] 
NonDepreciable DEPRECIABLE DEPRECIATION 

or Fully Depreciated PLANT DEPRECIATION EXPENSE 
PLANT I (Col A -  Col B) I RATE I ( Col C xCol D) I 

- $  20.00% $ 
20.00% $ - $  
20.00% $ - $  
20.00% $ - $  
20.00% $ - $  
20.00% $ - $  
20.00% $ - $  
20.00% $ - $  
2.50% $ - $  

10.00% $ - $  
20.00% $ - $  
20.00% $ - $  
2.50% $ - $  
4.00% $ - $  

10.00% $ - $  
10.00% $ - $  
10.00% $ - $  
2.50% $ - $  
4.00% $ - $  

10.00% $ - $  
10.00% $ - $  
10.00% $ - $  
10.00% $ - $  
10.00% $ - $  
10.00% $ - $  
16.67% $ - $  
2.50% $ - $  
4.00% $ - $  

10.00% $ - $  
10.00% $ - $  
10.00% $ - $  
16.67% $ - $  
16.67% $ - $  - $  

$ 
$ 
$ - $  - $  

$ 
$ 
$ 
$ 
$ 
$ 
$ 
$ 
$ 
$ 
$ 
$ 
$ 
$ 
$ 
$ 
$ 
$ 
$ 
$ 
$ 
$ 
$ 
$ 
$ 
$ 
$ 
$ 
$ 
$ 
$ 
$ 

$ 71,488,830 $ 700,938 $ 70,787,891 $ 1,933,484 

2.73% 
$ 18,167,524 
$ 495.973 

$ 1,933,484 
$ 495,973 

1,437,511 $ 

$ 1,591,426 

$ (153,915) 

RUCOs Removal of 24 month AFUDC Amortization Depreciation Expense 

Amortization of Regulatory Liability Over 5 Years 
Direct Plant 
Corporate Plant 
Total 

Remove Amortization of Regulatory Asset 

Total RUCO Adjustments (lines 157+159+164+166) 

Company Depreciation 

RUCOs Adjustmented Depreciation Expense 

References: 
Column [A]: RUCO Schedule 4 
Column [B]: From Column [A] 
Column IC]: Column [A] -Column [B] 
Column ID]: Staffs Typical Engineering Depreciation Rates 
Column [E]: Column [C] x Column [D] 

$1,173,404 
$134,854 

$ (1 1,973)- 

$ (234,681) 
$ (26,971 ) 
$ (261,652) 

$ (5,256) 

$ (432,796) 

$ 1,608,655 

$ 1,175,859 



EPCOR - Paradise Valley Water District 
Docket No. WS-01303A-14-0010 
Test Year Ended: June 30,2013 

LINE 
NO. Property Tax Calculation 

RUCO Surrebuttal Schedule 28 
Witness: Michlik 

RUCO 

OPERATING INCOME ADJUSTMENT NO. 10 - PROPERTY TAX EXPENSE 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 

RUCO Adjusted Test Year Revenues 
Weight Factor 
Subtotal (Line 1 * Line 2) 
RUCO Recommended Revenue, Per Schedule JMM-1 
Subtotal (Line 4 + Line 5) 
Number of Years 
Three Year Average (Line 5 I Line 6) 
Department of Revenue Mutilplier 
Revenue Base Value (Line 7 * Line 8) 
Plus: 10% of CWlP - 
Less: Net Book Value of Licensed Vehicles 
Full Cash Value (Line 9 + Line 10 - Line 11) 
Assessment Ratio 
Assessment Value (Line 12 * Line 13) 
Composite Property Tax Rate (Per Company Schedule) 

RUCO Test Year Adjusted Property Tax (Line 14 Line 15) 
Company Proposed Property Tax 

RUCO Test Year Adjustment (Line 16-Line 17) 
Property Tax - RUCO Recommended Revenue (Line 14 * Line 15) 
RUCO Test Year Adjusted Property Tax Expense (Line 16) 
Increase in Property Tax Expense Due to Increase in Revenue Requirement 

Increase to Property Tax Expense 
Increase in Revenue Requirement 
Increase to Property Tax per Dollar Increase in Revenue (LinelS/Line 20) 

$ 9,797,436 
9 

19,594,872 
9,797,436 

29,392,308 
3 

9,797,436 
2 

19,594,872 
36,119 

19,630,991 
18.1% 

3,549,872 
9.3903% 

$ 333,343 
335,846 

$ (2,503) 

$ 9,797,436 
2 

$ 19,594,872 
$ 9,017,867 

28,612,739 
3 

$ 9,537,580 
2 

$ 19,075,159 
36,119 

$ 
$ 19,111,279 

18.1% 
$ 3,455,892 

9.3903% 
$ 

$ 324,518 
$ 333,343 
$ (8,825) 

$ (8,825) 
(779,569) 

1.132028% 



EPCOR - Paradise Valley Water District 
Docket No. WS-01303A-14-0010 
Test Year Ended: June 30,2013 

RUCO Surrebuttal Schedule 29 
Witness: Michlik 

OPERATING INCOME ADJUSTMENT NO. 11 - TEST YEAR INCOME TAXES 

LINE 
- NO. DESCRIPTION 

1 
2 
3 
4 Calculation of lncome Tax: 
5 Revenue (RUCO Schedule 1) 
6 Operating Expenses Excluding Income Taxes 
7 Synchronized Interest 
8 Arizona Taxable Income 
9 Arizona State Income Tax Rate 
10 Arizona Income Tax 
11 Federal Taxable Income 
12 Federal Tax on First Income Bracket ($1 - $50,000) @ 15% 
13 Federal Tax on Second Income Bracket ($51,001 - $75,000) @ 25% 
14 Federal Tax on Third Income Bracket ($75,001 - $1 00,000) @ 34% 
15 Federal Tax on Fourth Income Bracket ($100,001 - $335,000) @ 39% 
16 Federal Tax on Fifth Income Bracket ($335,001 -$10,000,000) @ 34% 
17 Total Federal Income Tax 
18 Combined Federal and State Income Tax 
19 
20 
2 1 Calculation of lnterest Synchronization: 
22 Rate Base (RUCO Schedule 4) 
23 Weighted Average Cost of Debt 
24 Synchronized Interest 
25 

Test Year 
$ 9,797,436 
$ 6,086,536 
$ 896,110 
$ 2,814,790 

6.0000% 
$ 168,887 
$ 2,645,902 
$ 7,500 
$ 6,250 

8,500 $ 
$ 91,650 
$ 785,707 
$ 899,607 
$ 1,068,494 

$ 35,559,92 1 
2.52% 

$ 8963 10 

26 
27 
28 
29 

Income Tax - Per RUCO $ 1,068,494 
Income Tax - Per Company $ 735,635 

RUCO Adjustment $ 332,859 



EPCOR - Paradise Valley Water District 
Docket No. WS-01303A-14-0010 
Test Year Ended: June 30,2013 

LINE 
NO. 

RUCO Surrebuttal Schedule 30 
Witness: Michlik 

COMPANY RUCO RUCO' 
DESCRIPTION PROPOSED ADJUSTMENTS RECOMMENDED 

OPERATING INCOME ADJUSTMENT NO. 12 - SURREBUTTAL ADJUSTMENTS 

Corporate Allocation $ 314,349 $ 2,944 $ 37,141 

RUCO's Adjustment to Surrebuttal Direct Surrebuttal Adjustment 
Short-Term Incentive Plan (STIP) $ (82,996) $ (82,996) $ 
Mid-Term Incentive Plan (MTIP) $ (29,911) $ (17,100) $ 12,811 
IT Affiliated Charges Expenses - Account 5628 $ (788) $ (788) $ 
Advertising, Promotions and Donations $ (4,553) $ (8,379) $ (3,826) 
Confidential Information 
Total 

$ - $  (6,041) $ (6,041 1 
$ (118,248) $ (115,304) $ 2,944 

Amounts may not reflect other adjustments. 1 

REFERENCES: 
Column [A]: Company Filing 
Column [B]: Testimony JMM 
Column [C]: Column [A] + Column [B] 



EPCOR - Paradise Valley Water District 
Docket No. WS-OI303A-14-0010 
Test Year Ended June 30,2013 Rate Design 

Monthly Usage Charge 

Meter Size (All Classes): 
518x314 Inch Residential Low Income 
518x314 Inch 
314 Inch 
1 Inch 
1 112 Inch 
2 Inch 
3 Inch 
4 Inch 
6 Inch 
8 Inch 
10 Inch 
12 Inch 

6 Inch Paradise Valley Country Club 

Private Fire Protection Service 

Commodity Charge - Per 1,000 Gallons 

518x314 and 314" Meter (Residential) 
First 5,000 gallons 
5,001 to 15,000 gallons 
15,001 to 40,000 gallons 
40,001 to 80,000 gallons 
Over 80,000 gallons 

518x314 and 314" Meter (Commercial. Industrial) 
First 400,000 gallons 
Over 400,000 gallons 

518x314 and 314" Meter ICommercial, Industrial) 
First 70,000 gallons 
Over 70,000 gallons 

1" Meter (Residential] 
First 5,000 gallons 
5,001 to 15,000 gallons 
15,001 to 40,000 gallons 
40,001 to 80,000 gallons 
Over 80,000 gallons 

1" Meter Commercial, Industrial) 
First 400,000 gallons 
Over 400,000 gallons 

1" Meter (Commercial. Industrial) 
First 70,000 gallons 
Over 70,000 gallons 

1.5" Meter (Residential) 
First 5,000 gallons 
5,001 to 15,000 gallons 
15,001 to 40,000 gallons 
40,001 to 80,000 gallons 
Over 80,000 gallons 

1.5" Meter (Commercial, Industrial) 
First 400,000 gallons 
Over 400,000 gallons 

1.5" Meter (Residential. Commercial, Industrial) 
First 70,000 gallons 
Over 70,000 gallons 

2" Meter (Residential) 
First 5,000 gallons 
5,001 to 15,000 gallons 
15,001 to 40,000 gallons 
40,001 to 80,000 gallons 
Over 80,000 gallons 

Present 

NIA 
$ 25.1500 

26.1600 
50.3000 
90.5400 

140.8400 
276.6500 
462.7600 
930.0000 

2,245.0000 
3,228.0000 
6,034.0000 

790.5000 

10.0000 

$ 1.0500 
1.2500 
2.2000 
2.7500 
3.2259 

1.9500 
2.3000 

NIA 
NIA 

1.0500 
1.2500 
2.2000 
2.7500 
3.2259 

1.9500 
2.3000 

NIA 
N IA  

1.0500 
1.2500 
2.2000 
2.7500 
3.2259 

1.9500 
2.3000 

NIA 
N IA  

1.0500 
1.2500 
2.2000 
2.7500 
3.2259 

Company 
Proposed Rates 

$ 16.3600 
27.2701 
28.3610 
54.5403 
98.1725 

152.7128 
299.9716 
501.7707 

1,008.3990 
2,434.2535 
3,500.1204 
6,542.6662 

857.1 392 

10.0000 

$ 1.1408 
1.3581 
2.3903 
2.9879 
3.5049 

2.1187 
2.4990 

NIA 
NIA 

1.1408 
1.3581 
2.3903 
2.9879 
3.5049 

2.1187 
2.4990 

NIA 
N IA  

1.1408 
1.3581 
2.3903 
2.9879 
3.5049 

2.1187 
2.4990 

NIA 
NIA 

1.1408 
1.3581 
2.3903 
2.9879 
3.5049 

RUCO Surrebuttal Schedule 31 
Witness: Michlik 

Page 1 of 3 

RUCO 
Recommended Rates 

$ 13.2000 
22.0000 
22.0000 
45.0000 
80.0000 

125.0000 
250.0000 
420.0000 
850.0000 

1,780.0000 
2,558.0000 
4,783.0000 

739.6000 

10.0000 

$ 0.7700 
0.9700 
1.7200 
2.2250 
2.9530 

NIA 
N IA  

1.7200 
2.9530 

0.7700 
0.9700 
1.7200 
2.2250 
2.9530 

NIA 
NIA 

1.7200 
2.9530 

NIA 
NIA 
NIA 
NIA 
NIA 

NIA 
N IA  

1.7200 
2.9530 

NIA 
NIA 
NIA 
NIA 
NIA 



EPCOR - Paradise Valley Water District 
Docket No. WS41303A-14-0010 
Test Year Ended June 30,2013 Rate Design 

RUCO Surrebuttal Schedule 31 
Witness: Michlik 

Page 2 of 3 

2" Meter (Commercial, Industrial) 
First 400,000 gallons 
Over 400,000 gallons 

2" Meter (Residential, Commercial, Industrial) 
First 70,000 gallons 
Over 70,000 gallons 

3" Meter (Residential) 
First 5,000 gallons 
5,001 to 15,000 gallons 
15,001 to 40,000 gallons 
40,001 to 80,000 gallons 
Over 80,000 gallons 

3" Meter (Residential) 
First 400,000 gallons 
Over 400,000 gallons 

3" Meter (Commercial. Industrial) 
First 400,000 gallons 
Over 400,000 gallons 

3" Meter (Residential. Commercial, Industrial) 
First 70,000 gallons 
Over 70,000 gallons 

4" Meter (Residential) 
First 5,000 gallons 
5,001 to 15,000 gallons 
15,001 to 40,000 gallons 
40,001 to 80,000 gallons 
Over 80,000 gallons 

4" Meter (Residential) 
First 400,000 gallons 
Over 400,000 gallons 

4" Meter (Commercial. Industrial) 
First 400,000 gallons 
Over 400,000 gallons 

4" Meter (Residential, Commercial, lndustriall 
First 70,000 gallons 
Over 70,000 gallons 

6 Meter (Residential) 
First 5,000 gallons 
5,001 to 15,000 gallons 
15,001 to 40,000 gallons 
40,001 to 80,000 gallons 
Over 80,000 gallons 

6 Meter (Residential) 
First 400,000 gallons 
Over 400,000 gallons 

6 Meter (Commercial. Industrial) 
First 400,000 gallons 
Over 400,000 gallons 

6" Meter (Residential. Commercial, Industrial) 
First 70,000 gallons 
Over 70,000 gallons 

8" Meter (Residential) 
First 5,000 gallons 
5,001 to 15,000 gallons 
15,001 to 40,000 gallons 
40,001 to 80,000 gallons 
Over 80,000 gallons 

8" Meter (Residential) 
First 400,000 gallons 
Over 400,000 gallons 

2.1187 
2.4990 

NIA 
NIA 

NIA 
NIA 
NIA 
NIA 
NIA 

2.1187 
2.4990 

2.1187 
2.4990 

NIA 
NIA 

NIA 
NIA 
NIA 
NIA 
NIA 

2.1187 
2.4990 

2.1187 
2.4990 

NIA 
NIA 

NIA 
NIA 
NIA 
NIA 
NIA 

2.1187 
2.4990 

2.1187 
2.4990 

NIA 
NIA 

NIA 
NIA 
NIA 
NIA 
NIA 

2.1187 
2.4990 

NIA 
NIA 

1.7200 
2.9530 

NIA 
NIA 
NIA 
NIA 
NIA 

NIA 
NIA 

NIA 
NIA 

1.7200 
2.9530 

NIA 
NIA 
NIA 
NIA 
NIA 

NIA 
NIA 

NIA 
NIA 

1.7200 
2.9530 

NIA 
NIA 
NIA 
NIA 
NIA 

NIA 
NIA 

NIA 
NIA 

1.7200 
2.9530 

NIA 
NIA 
NIA 
NIA 
NIA 

NIA 
NIA 



EPCOR - Paradise Valley Water District 
Docket No. WSd1303A-144010 
Test Year Ended June 30,2013 

8" Meter (Commercial, Industrial] 
First 400,000 gallons 
Over 400,000 gallons 

8" Meter (Residential. Commercial, Industrial] 
First 70,000 gallons 
Over 70,000 gallons 

10" Meter (Residential) 
First 5,000 gallons 
5,001 to 15,000 gallons 
15,001 to 40,000 gallons 
40,001 to 80,000 gallons 
Over 80,000 gallons 

10" Meter (Residential) 
First 400,000 gallons 
Over 400,000 gallons 

I O "  Meter (Commercial, Industrial) 
First 400,000 gallons 
Over 400,000 gallons 

Io" Meter (Residential, Commercial, Industrial) 
First 70,000 gallons 
Over 70,000 gallons 

12" Meter (Residential) 
First 5,000 gallons 
5,001 to 15,000 gallons 
15,001 to 40,000 gallons 
40,001 to 80,000 gallons 
Over 80,000 gallons 

12" Meter (Residential) 
First 400,000 gallons 
Over 400,000 gallons 

12" Meter (Commercial, Industrial) 
First 400,000 gallons 
Over 400,000 gallons 

12" Meter (Residential. Commercial, Industrial) 
First 70,000 gallons 
Over 70,000 gallons 

Other Public Authoritv (All Meter Sizes) 
All Usage 

TURF (All Meter Sizes) 
All Usage 

6 Inch Paradise Valley Country Club 

Paradise Valley Fire Flow 

Rate Design 

1.9500 
2.3000 

NIA 
NIA 

1.0500 
1.2500 
2.2000 
2.7500 
3.2259 

NIA 
NIA 

1.9500 
2.3000 

NIA 
NIA 

1.0500 
1.2500 
2.2000 
2.7500 
3.2259 

NIA 
NIA 

1.9500 
2.3000 

NIA 
NIA 

1.9500 

1.6800 

1.5600 

1.5600 

2.1187 
2.4990 

NIA 
NIA 

NIA 
NIA 
NIA 
NIA 
NIA 

2.1187 
2.4990 

2.1187 
2.4990 

NIA 
NIA 

NIA 
NIA 
NIA 
NIA 
NIA 

2.1187 
2.4990 

2.1187 
2.4990 

NIA 
NIA 

1.9152 

2.1187 

1.7784 

1.7784 

RUCO Surrebuttal Schedule 31 
Witness: Michlik 

Page 3 of 3 

NIA 
NIA 

1.7200 
2.9530 

NIA 
NIA 
NIA 
NIA 
NIA 

NIA 
NIA 

NIA 
NIA 

1.7200 
2.9530 

NIA 
NIA 
NIA 
NIA 
NIA 

NIA 
NIA 

NIA 
NIA 

1.7200 
2.9530 

NIA 

1.5700 

1.4600 

1.4600 



EPCOR - Paridise Valley Water District 
Docket No. WS-01303A-14-0010 
Test Year Ended June 30,2013 

RUCO Surrebuttal Schedule 32 
Witness: Michlik 

Typical Bill Analysis 
General Service 5/8 x 3/4-lnch Meter 

Present Proposed Dollar Percent 
Increase Increase Company Proposed Gallons Rates Rates 

Average Usage 19,271 $ 52.30 $ 56.76 $ 4.47 8.54% 

Median Usage 10,000 36.65 39.76 $ 3.1 1 8.50% 

RUCO Recommended 

Average Usage 19,271 $ 52.30 $ 42.90 $ (9.40) -1 7.97% 

Median Usage 10,000 36.65 30.70 $ (5.95) -16.23% 

Present & Proposed Rates (Without Taxes) 
General Service 5/8 x 3/4-lnch Meter 

Company RUCO 
ProDosed % Recommended % Gallons Present 

Consumption Rates Rates Increase Rates Increase 
-1 2.52% 25.15 27.27 8.43% $ 22.00 

1,000 
2,000 
3,000 
4,000 
5,000 
6,000 
7,000 
8,000 
9,000 

10,000 
1 1,000 
12,000 
13,000 
14,000 
15,000 
16,000 
17,000 
18,000 
19,000 
20,000 
25,000 
30,000 
35,000 
40,000 
45,000 
50,000 
75,000 

100,000 

26.20 
27.25 
28.30 
29.35 
30.40 
31.65 
32.90 
34.15 
35.40 
36.65 
37.90 
39.15 
40.40 
41.65 
42.90 
45.1 0 
47.30 
49.50 
51.70 
53.90 
64.90 
75.90 
86.90 
97.90 

111.65 
125.40 
194.15 
272.42 

28.41 
29.55 
30.69 
31.83 
32.97 
34.33 
35.69 
37.05 
38.41 
39.76 
41 .I2 
42.48 
43.84 
45.20 
46.56 
48.95 
51.34 
53.73 
56.12 
58.51 
70.46 
82.41 
94.36 

106.31 
121.25 
136.1 9 
210.89 
295.93 

8.44% $ 
8.45% $ 
8.45% $ 
8.46% $ 
8.47% $ 
8.48% $ 
8.48% $ 
8.49% $ 
8.49% $ 
8.50% $ 
8.50% $ 
8.51% $ 
8.51% $ 
8.52% $ 
8.52% $ 
8.53% $ 
8.53% $ 
8.54% $ 
8.54% $ 
8.55% $ 
8.56% $ 
8.58% $ 
8.59% $ 
8.59% $ 
8.60% $ 
8.61% $ 
8.62% $ 
8.63% $ 

22.77 
23.54 
24.31 
25.08 
25.85 
26.82 
27.79 
28.76 
29.73 
30.70 
31.67 
32.64 
33.61 
34.58 
35.55 
37.27 
38.99 
40.71 
42.43 
44.15 
52.75 
61.35 
69.95 
78.55 
89.68 

100.80 
156.43 
226.61 

-1 3.09% 
-1 3.61 % 
-14.10% 
-14.55% 
-14.97% 
-15.26% 
-1 5.53% 
-1 5.78% 
-16.02% 
-16.23% 
-16.44% 
-16.63% 
-16.81% 
-1 6.97% 
-1 7.1 3% 
-1 7.36% 
-1 7.57% 
-17.76% 
-1 7.93% 
-18.09% 
-1 8.72% 
-1 9.1 7% 
-1 9.51 % 
-1 9.77% 
-1 9.68% 
-19.62% 
-19.43% 
-1 6.82% 



EPCOR - Sun City Water District 
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Test Year Ended: June 30,2013 

=# 

RUCO-1 
RUCO-2 
RUCO-3 
RUCO-4 
RUCO-5 
RUCO-6 
RUCO-7 
RUCO-8 
RUCO-9 
RUCO-10 
RUCO-11 
RUCO-12 
RUCO-13 
RUCO-14 
RUCO-15 
RUCO-I6 
RUCO-17 
RUCO-18 
RUCO-19 
RUCO-20 
RUCO-21 
RUCO-22 
RUCO-23 
RUCO-24 
RUCO-25 
RUCO-26 
RUCO-27 
RUCO-28 
RUCO-29 
RUCO-30 
RUCO-31 
RUCO-32 
RUCO-33 

TABLE OF CONTENTS TO SURREBUTTAL SCHEDULES 

REVENUE REQUIREMENT 
GROSS REVENUE CONVERSION FACTOR 

SUMMARY OF ORIGINAL COST RATE BASE ADJUSTMENTS 
RATE BASE - ORIGINAL COSTS 

ORIGINAL COST RATE BASE ADJUSTMENT # 1 - DIRECT PLANT ADJUSTMENTS 
ORIGINAL COST RATE BASE ADJUSTMENT # 2 - DIRECT UTILITY PLANT ACC. DEP. ADJUSTMENTS 
ORIGINAL COST RATE BASE ADJUSTMENT # 3 - AZ CORPORATE PLANT ADJUSTMENTS 
ORIGINAL COST RATE BASE ADJUSTMENT # 4 - AZ CORPORATE PLANT ACC. DEP. ADJUSTMENTS 
ORIGINAL COST RATE BASE ADJUSTMENT # 5 - POST-TEST YEAR ADJUSTMENTS 
ORIGINAL COST RATE BASE ADJUSTMENT # 6 - REGULAOTRY LIABILITY - OVER COLLECTION OF DEP. DIRECT PLANT 
ORIGINAL COST RATE BASE ADJUSTMENT # 7 - REGULAOTRY LIABILITY - OVER COLLECTION OF DEP. CORPORATE PLANT 
ORIGINAL COST RATE BASE ADJUSTMENT # 8 - REVERSE UNEXPENDED ClAC ADJUSTMENT 
ORIGINAL COST RATE BASE ADJUSTMENT # 9 - REVERSE 24 MONTHS OF AFUDC 
ORIGINAL COST RATE BASE ADJUSTMENT # 10 - CASH WORKING CAPITAL 
ORIGINAL COST RATE BASE ADJUSTMENT # 11 - NOT USED 
ORIGINAL COST RATE BASE ADJUSTMENT # 12 - SURREBUTTAL ADJUSTMENTS 
OPERATING INCOME STATEMENT -ADJUSTED TEST YEAR AND RUCO RECOMMENDED 
SUMMARY OF OPERTING INCOME STATEMENT ADJUSTMENTS - TEST YEAR 
OPERATING INCOME ADJUSTMENT # 1 - ANNUALIZATIONS 
OPERATING INCOME ADJUSTMENT # 2 - REVESE DECLINING USAGE EXPENSE 
OPERATING INCOME ADJUSTMENT # 3 - NOT USED 
OPERATING INCOME ADJUSTMENT # 4 - REMOVE APS ESTIMATED POWER COSTS 
OPERATING INCOME ADJUSTMENT # 5 - NOT USED 
OPERATING INCOME ADJUSTMENT # 6 - CORPORATE ALLOCATIONS 
OPERATING INCOME ADJUSTMENT # 7 - RATE CASE EXPENSE 
OPERATING INCOME ADJUSTMENT # 8 - NOT USED 
OPERATING INCOME ADJUSTMENT # 9 - DEPRECIATION EXPENSE 
OPERATING INCOME ADJUSTMENT # 10 - PROPERTY TAX EXPENSE 
OPERATING INCOME ADJUSTMENT # 11 -TEST YEAR INCOME TAXES 
OPERATING INCOME ADJUSTMENT # 12 - SURREBUTTAL ADJUSTMENTS 
RATE DESIGN 
TYPICAL BILL 
NOT USED 



EPCOR - Sun City Water District RUCO Surrebuttal Schedule I 
Docket No. WS-01303A-14-0010 
Test Year Ended: June 30,2013 

LINE 
NO. 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

REVENUE REQUIREMENT 

DESCRIPTION 

Adjusted Rate Base 

Adjusted Operating Income (Loss) 

Current Rate of Return (L2 / L1) 

Required Rate of Return 

Required Operating Income (L4 * L1) 

Operating Income Deficiency (L5 - L2) 

Gross Revenue Conversion Factor 

Required Revenue Increase (L7 * L6) 

Adjusted Test Year Revenue 

Proposed Annual Revenue (L8 + L9) 

Required Increase in Revenue (%) 

[AI 
COMPANY 

FAIR 
VALUE 

26,409,285 

843,696 

3.19% 

6.87% 

1,814,318 

970,622 

1.6550 

1,606,392 

10,265,553 

11,871,945 

15.65% 

Witness: Michlik 

[BI 
RUCO 
FA1 R 

VALUE 

$ 22,395,411 

$ 1,394,711 

6.23% 

6.09% 

$ 1,363,881 

$ (30,830) 

1.6457 

I S  (50.73711 

$ 10,528,908 

$ 10,478,171 

-0.48% 

References: 
Column [A]: Company Schedule A-I 
Column [B]: RUCO Schedules 3 and 16 



EPCOR - Sun Citywater District 
Docket No. WS01303A-14-0010 
Test Year Ended: June 30,2013 

RUCO Surrebuttal Schedule 2 
Witness: Michlik 

GROSS REVENUE CONVERSION FACTOR 

LINE 
- NO. 

[AI 
DESCRIPTION 

Calculation of Gross Revenue Conversion Factor 
1 Revenue 
2 Uncollecible Factor (Line 11) 
3 Revenues (L1 - L2) 
4 Combined Federal and State Income Tax and Property Tax Rate (Line 23) 
5 Subtotal (L3 - L4) 
6 Revenue Conversion Factor (Ll l L5) 

Calculation of Uncollecttible Factor 
7 Unity 
8 Combined Federal and State Tax Rate (Line 23) 
9 One Minus Combined Income Tax Rate (L7 - L8 ) 
10 Uncollectible Rate 
11 Uncollectible Factor (L9 L10 ) 

Calculation of Effective Tax Rate: 
12 Operating Income Before Taxes (Arizona Taxable Income) 
13 Arizona State Income Tax Rate 
14 Federal Taxable Income (L12 - L13) 
15 Applicable Federal Income Tax Rate (Line 55) 
16 Effective Federal Income Tax Rate (L14 x L15) 
17 Combined Federal and State Income Tax Rate (L13 +L16) 

Calculation of Effective Prooertv Tax Factor 
18 Unity 
19 Combined Federal and State Income Tax Rate (L17) 
20 One Minus Combined Income Tax Rate (L18-Ll9) 
21 Property Tax Factor 
22 Effective Property Tax Factor (L20*L21) 
23 Combined Federal and State Income Tax and Property Tax Rate (L17+L22) 

24 Required Operating Income 
25 AdiustedTest Year Operating Income (Loss) 
26 Required Increase in Operating Income (L24 - L25) 

100.0000% 
0.4206% 

99.5794% 
38.8141% 
60.7653% 
1.645677 

100.0000% 
37.9600% 
62.0400% 
0.6780% 
0.4206% 

100.0000% 
6.0000% 

94.0000% 
34.0000% 
31.9600% 

37.9600% 

100.0000% 
37.9600% 
62.0400% 

1.3767% 
0.8541% 

38.8141% 

$ 1,363,881 
1,394,711 

$ (30,830) 

27 Income Taxes on Recommended Revenue (Col. [E], L52) $ 489,195 
28 Income Taxes on Test Year Revenue (Col. [B], L52) 508,059 
29 Required Increase in Revenue to Provide for Income Taxes (L27 - L28) 

30 Recommended Revenue Requirement $ (50,737) 
31 Uncollectible Rate (Line 10) 0.6780% 

(18,864) 

32 Uncolllectible Expense on Recommended Revenue (L30'L31) $ (344) 
33 Adiusted Test Year Uncollectible Expense $ 
34 Required Increase in Revenue to Provide for Uncollectible Exp. (L32-L33) (344) 

35 Property Tax with Recommended Revenue 
36 Property Tax on Test Year Revenue 
37 Increase in Property Tax Due to Increase in Revenue (L35-L36) 
38 Total Required Increase in Revenue (L26 + L29 + L34 + L37) 

Calculation of Income Tax: 
39 Revenue 
40 Operating Expenses Excluding Income Taxes 
41 Synchronized Interest (L56) 
42 Arizona Taxable Income (L39 - L40 - L41) 
43 Arizona State Income Tax Rate 
44 Arizona Income Tax (L42 x L43) 
45 Federal Taxable Income (L42 - L44) 
46 Federal Tax on First Income Bracket ($1 - $50,000) @ 15% 
47 Federal Tax on Second Income Bracket ($51.001 - $75,000) @ 25% 
48 Federal Taxon Third Income Bracket ($75,001 - $100,000) @ 34% 
49 Federal Tax on Fourth Income Bracket ($100,001 - $335,000) @ 39% 
50 Federal Tax on Fiffh Income Bracket ($335,001 -$lO,OOO,OOO) @ 34% 
51 Total Federal Income Tax 
52 Combined Federal and State Income Tax (L44 + L51) 

$ 434,534 
435,233 

(698) 
$ (50,737) 

53 Applicable Federal Income Tax Rate [Col. [El, L51 - Col. [El, L511 I [Col. [El, L45 - Col. [B], L451 

Test 
Year 

$ 10,528,908 $ 
$ 8,626,139 
$ 564,364 
$ 1,338,405 

6.0000% 
$ 80,304 
$ 1,258,101 
$ 7,500 
$ 6,250 
$ 8,500 
$ 91,650 
$ 313,854 
$ 427,754 
$ 508,059 

RUCO 
Recommended 

(50,737) $ 10,478,171 
$ 8,625,096 
$ 564,364 
$ 1,288,711 

6.0000% 
$ 77,323 
$ 1,211,388 
$ 7,500 
$ 6,250 
$ 8,500 
$ 91,650 
$ 297,972 
$ 411,872 
$ 489,195 

34.0000% 

Calculation of Interest Svnchronization: 
54 RateBase 
55 Weighted Average Cost of Debt 
56 Synchronized Interest 

$ 22,395,411 
2.5200% 

$ 564,364 



EPCOR - Sun City Water District 
Docket No. WS-01303A-14-0010 
Test Year Ended: June 30,2013 

RATE BASE - ORIGINAL COST 

LINE 
NO. 

1 Plant in Service 
2 Less: Accumulated Depreciation 
3 Net Plant in Service 

4 
5 Less: Accumulated Amortization 
6 NetClAC 

Contributions in Aid of Construction (CIAC) 

7 Advances in Aid of Construction (AIAC) 

8 Customer Meter Deposits 
9 Customer Deposits 
10 Deferred IncomeTaxes & Credits 
11 FHSD Settlement 

12 Regulatory Liability - Over-Collected Depreciation Expense 
13 Regulatory Liability - Over-Collected Depreciation Expense 
14 Net Regulatory Liability - Over-Collection Depre. Exp. 

15 Deferred Debits 

16 Working Capital Allowance 
17 Reconciling Item 

18 Original Cost Rate Base 

References: 
Column [A]: Company as Filed 
Column [B]: RUCO Schedule 4 
Column [C]: Column [A] + Column [B] 

[AI 
COMPANY 

AS 
FlLED 

$ 76,011,241 
26,280,898 

$ 49,730,342 

$ 17,500,750 
1,375,475 

$ 16,125,275 

$ 6,374,283 

4,903 

1,014,247 
90,329 

225,112 

62,870 
(1) 

$ 26,409,285 

RUCO Surrebuttal Schedule 3 
Witness: Coley 

PI 

RUCO 
ADJUSTMENTS 

$ (1,941,674) 
(2,117,287) 

$ 175,612 

$ 845,933 

$ 845,933 

$ 

439,856 

3,415,899 
683,180 

$ 2,732,719 

(225,112) 

(36,196) 

$ (4,013,874) 

[Cl 
RUCO 

AS 
ADJUSTED 

$ 74,069,566 
24,163,611 

$ 49,905,955 

$ 18,346,683 
1,375,475 

$ 16,971,208 

6,374,283 $ 

4,903 

1,454,103 

3,415,899 
683,180 

$ 2,732,719 

26,674 
(1) 

$ 22,395,411 
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EPCOR -Sun City Water District 
Docket No. WSO1303A-160010 
Teat Year Ended Juns 30,2013 

LiNE ACCT COMPANY RUCO 
NO. NO. DESCRlPTiON PROPOSED ADJUSTMENTS 

RUCO Surrebuttal Schedule 9 
Witness: Radigan 

RUCO’ 
RECOMMENDED 

RATE BASE ADJUSTMENT NO. 5 - POST-TEST YEAR PLANT AND ACCUMULATED DEPRECIATION 

2 
3 
4 
5 
6 
7 
6 
10 9 

11 
12 
13 
14 15 

16 
17 18 

20 19 

22 23 
21 

24 25 

26 
27 28 

29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 40 

41 
42 
43 
44 
45 
46 
47 
48 
49 
50 
51 
52 
53 
54 
55 
56 
57 
58 
59 
60 
61 
62 
63 
64 
65 
66 
67 
68 
69 
70 
71 
72 
73 
74 75 

76 
77 
78 
79 
80 
81 
62 
83 
84 
85 
86 
67 

.. 
31 1200 
311200 
311200 
311200 
311200 
311200 
31 1200 
311200 
311200 
311200 
311200 
31 1200 
311200 
311200 
320100 
320100 
320100 
320100 
320100 
320100 
320100 
320100 
320100 
331001 
331001 
331001 
331200 
331200 
331200 
331200 
333000 
333000 
334100 
334100 
334100 
335000 
335000 
339600 
341400 
343000 
346190 
346190 
346190 
346190 

SC water- Well 2.1 
SC water - Well 6.4 
SC water - Repair SC plant 5 BP1 
SC water - Replace valves at WP5 BP8 
sc water - Well 8.2 
SC water - Well 6.2 
AF water - Well 2.4 
Repair Theft Damage and Rewind Motor at Well 5.4 
Plant Facilities 8 Equip AZ 
PFE Replace SC # 1 Piant production meter 
PFE Replace SC WP 2 suction 8 discharge gate valvf 
PFE SC w Plant 2 Booster #I 
PFE Replace Well Pump and Motor 
PFE Replace Well Pump and Motor 
SC water - WP 5 
SC water - VFDs at WP 5 
SC water - WP 6 
SC water - TDR WP 9 
SC water ~ Replace Block Heater on Generator 
SCwater-WP1 
Replace 12” Gate and Check Valves at Well 5 5 
Replace 8” Check Valve on Bwster 1 at WP 8 
Emergency Repair end Replacements 
Valves replaced 
Valves replaced 
PFE SC Well 9.2 Repair Cla-Valve 
Main Breaks 
Mains Scheduled replacelrelocate AZ 
Main Breaks 
PFE Replace Well Pump and Motor 
Services replaced 
Services replaced 
Meters replaced 
Meters upldownsize 
Meters replaced 
Hydrants replaced 
Hydrants replaced 
SC water - GiS Map Books 
SC water - Transportation Equip 
Tools 8 Equipment - SC w 
SC water - SCADA 
SC water - Telemetrv and Control Pmi at WP 5 
SC water- WP6 Scada upgrade 
SCADA - SC w 

Post Test Year Allocated 7A Corporate Piant: 
340300 EMS Webviewer-ArcGIS 
340300 
340300 
304600 
340200 
340300 
304600 
343000 
346200 
340200 
340200 
341400 
304620 
304600 
343000 
343000 
341400 
341400 
346100 
346100 
340300 
340300 
340300 
340300 
340200 
340200 
340200 

GIS Data Model Conversion 
Project GPS Software 
AZ Corp - Phx Office Improvements 
AZ IT Hardware 
AZ IT Software 
Office 8 Ops Center - Central Shared 
Tools 8 Equip - Central Shared 
Video Conferencing Solution 
Laptops 

Vehicles 
Office 8 Ops Center - Phx Office 
Office 8 Ops Center - Central Div 
Plant Facilities 8 Equip - AZ shared 
Tools 8 Equipment - AZ shared 
Vehicles - A2 shared 
New Valve Truck for Eastern Division 
Security - Central Div 
Security - Eastern Div 
Business Syatems Upgrade - AZ 
GIS Upgraded Enhancements - AZ 
Engineering CMMS - AZ 
Engineering Project Management - A2 
Nehvork Redundancy - AZ 
Laptops - A2 
Monitors - A2 

Servers 

Post Test Year Allocated 6U Cor~orate Plant: 
340300 
340300 Water USA W n7 Oftre2012 CA 

ArcG S Imp emenlalion CA 

340300 ESRl Project (GIS) 
340300 
340300 SAMSWater 8 Waste 
340300 AZ IT Software 

Water USA Win7 Office2012 - US 

Total 

Accumulated Depreciation 

’ Amounts may not reflect other adjustments 

(30,608) 
(2,879) 

(289) 
(1.476) 
(7.873) 
(1.608) 

169,376 

16,208 
22,553 
4,400 

98,931 
10,622 
97.539 
(3.138) 
(3,998) 
(2,192) 

(11) 
(1,232) 

82,488 
64,035 
2,334 

146,007 
35,897 

152,351 
79,438 
84,971 

107,112 
552,482 

348,836 
76,615 
27.768 

5,536 
(3.825) 

(38.063) 
(235) 
(35) 

2.380 

752 
(1.615) 
1,255 

(1 3) 
630 

2,228 
2.688 

773 
981 

16,606 

17 
2.362 

13,372 
48,040 
11,160 

30,608 
2,879 

289 
1,476 
7.873 
1.608 

(169,376) 

(16,208) 
(22,553) 
(4.400) 

(98,931) 
(10,622) 
(97,539) 

3,138 
3.998 
2,192 

11 
1,232 

(82.488) 
(64.035) 
(2,334) 

(146.007) 
(35,897) 

(152.351) 
(79.438) 
(84.971) 

(107,112) 
(552,482) 

(348,836) 
(76,615) 
(27.768) 

(5.536) 
3,825 

38,063 
235 

35 

(2.380) 

(16,606) 

(17) 
(2,362) 

(13,372) 
(46,040) 
(11.160) 

$ 2,189.664 $ (2.189.664) $ 

$ 26,280.898 $ (60,875) $ 26,220,023 

REFERENCES 
Column [A]: Company Filing 
Column [B]: Testimony FR 
Column [C]: Column [A] + Column [B] 



EPCOR - Sun City Water Di6tdd RUCO Surrebuttal Schedule 10 
Docket No. WS41303A-14-0010 Witness: coloy 

Test Year Ended: June 30,2013 

RATE BASE ADJUSTMENT NO. 6 -REGULATORY LIABILITY - DIRECT PLANT OVER-COLLECTED DEPRECIATION EXPENSE 

[AI IBl tC1 [Dl 
TOTAL CREDIT 

OVER-COLLECTED OVER-COLLECTED OVER-COLLECTED ANNUAL 
POST TEST YEAR (“PTY”) TEST YEAR (‘TY”) END 

LINE ACCT. DEPRECIATION DEPRECIATION DEPRECIATION DEPRE. EXP. 
NO. NO. DESCRlPTlON AMOUNT AMOUNT AMOUNT 20% _ _  

Dlred Plant: 

1 332000 FireMaine t (11) $ (01 5 (11) 8 (2) 
2 340300 ComputerSoftware (10,701) (21.701) (32,402) (6,460) 

341100 Transportation Equip Light Duty TNks (2,044,836) (390,4961 (2,435,333) (487,067) 
341200 Transportation Equip Heavy Duty T N ~ S  (9,3981 (16.487) (25.886) (5.177) 
346100 Communication Equipment Non-Telephone (234,308) (45,066) (279,374) (55,875) 

3 Total Over-Depredated Direct Plant $ (2,299.255) $ (473,751) 5 (2,773,006) $ (554,601) 

4 Districfs Dired Piant Over-Collected Depredation Expense to be Credited to Depreciation Expense.. .. ... . ....... ....... .................................... 

REFERENCES: 
Column [A]: Testimony TJC 
Column [E]: Testimony TJC 
Column [C]: Column [AI + Column I61 
Column [Dl: Column [Cl x 20% 

. I  5 (2.773.006)1 



EPCOR . Sun Chy Water Dirtrid 
Docket No. WS-01303A-14-0010 
Test Year Ended: Jum 30.2013 

RATE BASE ADJUSTMENT NO. 7 - REGULATORY LlABlLllY . U-CORPORATE PLANT OVER-COLLECTED DEPRECIATION EXPENSE 

1 4  101 ID1 19 IC1 
CREDIT 

TY AZ-CORPORATE PTY AZ-CORPORATE TOTAL ALLOCATION ANNUAL 
OVER-COLLECTED OVER-COLLECTED OVER-COLLECTED FACTOR DEPRE. EXP. 

DEPRECIATION EXP. DEPRECUTION EXP. 

TUBAC TOTAL TOTAL 

0.142637 I 20% AMORTlZATlON EXP. I 

I 304620 Stmures 8 lmpmverne* Leaselwld 
2 340300 Computersoftware 
3 340330 Computer Soilware Other 

$ (24.958) $ 
(3,128.854) 

(52,912) 

(9,888) a 
(721,389) 
(18,705) 

(34,846) S (4,970) a (994) 
(3.850243) (549,188) (108,838) 

(71,618) (10.215) (2,043) 

Trial Balanca 

21.439 21,438 3,058 
1571.918) (571,918) 181.577) 

4 1568 Softwarelntanqibles 
5 1569 Software lntanqibles Amotiition 

6 Software Intangibles Net of Amotimtion 5 (550,478) $ - $  (550,478) $ (78,519) (15,7041 

7 (749,982) 5 (4,507,185) $ (642,893) 5 (128,5791 Total Corporate Ow-Collected Depreciation Eq. 5 (3,757,203) 5 

8 Dlr ids  AZ-Corporate Piant Over-Colieded Depreciation Expeme lo be Credited lo Deprecialiin Expeme .... 

REFERENCES. 
Column [A]: Teslimony TJC 
Column [E]: Testimony TJC 
Colmn [C]: Colunn [AI + Colmn [El 
Colmn [DI: Colunn [C] x Distlid's Albcafion Fador 
Colunn [E]. Colunn [Dl x 20% 

............... 1 5  (642,893)l 



EPCOR - Sun City Water District 
Docket No. WS-01303A-14-0010 
Test Year Ended: June 30,2013 

RUCO Surrebuttal Schedule 12 
Witness: Coley 

RATE BASE ADJUSTMENT NO. 8 - REVERSE UNEXPENDED ClAC 

I LINE I ACCT I I COMPANY I RUCO 1 RUCO’ I I NO. I NO. I DESCRIPTION I PROPOSED I ADJUSTMENTS I RECOMMENDED 
1 Deferred Debits $ 16,125,275 $ 845,933 16,971,208 

’ Amounts may not reflect other adjustments. 

REFERENCES: 
Column [A]: Company Filing 
Column [E]: Testimony TJC 
Column [C]: Column [A] + Column [B] 



EPCOR . Sun City Walor D~slrlct 
Docket NO. WS-01303A-14.0010 
Test Year Ended. June 30,2013 

UNE ACCT 
NO. NO. DESCRIPTION 

RUCO Surrebuttal Schedule 13 
Witne€4: c01ey 

COMPANY RUCO RUCO' 
PROPOSED RECOMMENDED ADJUSTMENTS 

REFERENCES: 
Column [A]: COmpny Filing 
Mlumn [El: Testimony TJC 
Column IC]: Column [AI +column 161 



EPCOR - Sun City Water District 
Docket No. WS-01303A-140010 
Test Year Ended June 30.2013 

LINE ACCT COMPANY 
NO. NO. DESCRIPTION PROPOSED 

RUCO Surrebuttal Schedule 14 
Witness: Coley 

RUCO RUCO’ 
ADJUSTMENTS RECOMMENDED 

(A) 

OPERATING EXPENSES 
2 Labor 
3 Purchased Water 
4 Fuel a Power 
5 Chemicals 
6 
7 Intercompany Support Services 
8 Corporate Allocation 
9 Outside Services 
10 Group Insurance 
11 Pensions 
12 Regulatory Expense 
13 Insurance Other Than Group 
14 
15 Rents 
16 General Office Expense 
17 Miscellaneous 
18 Maintenance Expense 

Waste Disposal 8 Other Utilities 

Customer Accounting (Less Bad Debt Expense) 

TAXES 
19 Property Taxer 
20 Taxes - Payroll 
21 Taxes -Other 
22 IncomeTax 

23 Interest Expense 

24 TOTAL 

25 

26 

’ Amounts may not reflect other adiuslments 

Profona 
Test Year 
Amount 

(6) 

1.71 1,461 
549.527 

1 ,540,142 
35,006 
4,661 
1,396 

331,415 
280,698 
490,722 

6,298 

288.791 
808,301 
45,805 

212,603 
462,692 
205,746 

435,233 
121,105 
97,801 

508,059 

564,364 

8.701.825 

Cash 
Working 

Revenue Expense Net LeadlLag Capital 
Lag (Lead) Lag (Lead) Lag (Lead) Factor Required 

Days Coi. C - Col. D Col. E/365 Col. B * Col. F Days Days 

41.24 30.63 
41 24 43.67 
41.24 48.67 
41.24 54.94 
41.24 31.06 
41.24 30.42 
41.24 30.42 
41.24 34.35 
41.24 (10.72) 
41 24  67.98 

41 24  72.69 
41.24 49.83 
41.24 13.38 
41.24 39.27 
41.24 27.80 
41.24 46.89 

41 24  (37 32) 

41 24  213.25 
41.24 26.40 
41.24 (131.38) 
41.24 41.75 

41.24 91.25 

Cash Working Capital Requiremeni 

Company Working Capital Requirement 

RUCO Cash Working Capital Adjustment 

(F) 

1060 
(2.44) 
(7.43) 

(13.71) 
10.17 
10.82 
10.82 
6 88 

51.95 
(26.75) 
78.55 

(31.45) 
(8.59) 
27.86 
1.96 

13.44 
(5 65) 

(172.02) 
14.83 

172.62 
(0.52) 

(50.02) 

(GI 

0 03 
(0.01) 
(0.02) 
(0.04) 
0.03 
0.03 
0.03 
0 02 
0.14 

(0.07) 
0.22 

(0.09) 
(0.02) 
0.08 
0.01 
0.04 
(0.02) 

(0.47) 
0.04 
0.47 
(0.00) 

(0.14) 

49.712 
(3.666) 

(31.368) 
(1.314) 

130 
41 

9,820 
5,291 

69,845 
(461 ) 

(19,029) 
(24.886) 

3,496 
1,144 

17,031 
(3,186) 

(205,114) 
4.921 

46,252 
(717) 

(77,333) 

(159.3912 

(1 23.1 952 

(36,1961 



EPCOR -Sun City Water District 
Docket No. WS-01303A-14-0010 
Test Year Ended: June 30,2013 

LINE ACCT COMPANY RUCO 
PROPOSED ADJUSTMENTS 

RUCO Surrebuttal Schedule 15 
Witness: Coley 

RUCO’ 
RECOMMENDED NO. NO. DESCRIPTION 



EPCOR ~ Sun City Water District 

Test Year Ended: June u), 2013 
Docket NO. WSO1303A-14-0010 

LINE ACCT COMPANY RUCO 

RUCO Surrebuttal Schedule 16 
Witness: Coley 

RUCO' 
NO. NO. DESCRIPTION 

' Amounts may not reflect other adjustments. 

REFERENCES: 
Column [AI: Company Filing 
Column PI: Testimony JMM 
Column [Cl: Column [AI + Column [61 

PROPOSED ADJUSTMENTS RECOMMENDED 



EPCOR - Sun City Water District 
Docket No. WS-01303A-14-0010 
Test Year Ended: June 30,2013 

OPERATING INCOME STATEMENT -ADJUSTED TEST YEAR AND RUCO RECOMMENDED 

RUCO Surrebuttal Schedule 17 
Witness: Michlik 

LINE 
- NO. 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 

DESCRIPTION 

REVENUES: 
Metered Water Sales 
Water Sales-Unmetered 
Other Operating Revenue 
Intentionally Left Blank 
Total Operating Revenues 

OPERATlNG EXPENSES: 
Salaries and Wages 
Purchased Water 
Fuel & Power 
Fuel for Power Production 
Chemicals 
Waste Disposal 
Intercompany Support Services 
Corporate Allocation 
Outside Services 
Group Insurance 
Pensions 
Regulatory Expense 
Insurance Other Than Group 
Customer Accounting 
Rents 
General Office Expense 
Miscellaneous Expenses 
Maintenance Expense 
Depreciation and Amortization Expense 
General Taxes - Property Taxes 
General Taxes-Other 
Income Taxes 
Interest on Customer Deposits 
Total Operating Expenses 
Operating Income (Loss) 

References: 
Column (A): Company Schedule C-I 
Column (8): RUCO Schedule 18 
Column (C): Column (A) + Column (8) 
Column (D): RUCO Schedules 28 and 29 
Column (E): Column (C) + Column (D) 

[AI [BI [CI 
COMPANY RUCO 
ADJUSTED RUCO TEST YEAR 
TEST YEAR TEST YEAR AS 
AS FILED ADJUSTMENTS ADJUSTED 

$ 10,103,166 $ 233,245 $ 10,336,411 

162,387 30,110 192,497 

$ 10,265,553 $ 233,245 $ 10,528,908 

$ 1,711,461 $ $ 1,711,461 
549,527 549,527 

1,557,580 (17,438) 1,540,142 

[Dl [El 

RUCO 
PROPOSED RUCO 
CHANGES RECOMMENDED 

$ (50,737) $ 10,285,675 

192,497 

$ (50,737) $ 10,478,171 

$ $ 1,711,461 
549,527 

1,540,142 

34,119 
4,661 
1,396 

510,069 
280,698 
490,722 

6,298 
101,188 
288,791 
834,153 
45,805 

212,603 
462,692 
205,746 

434,142 
218,906 
104,004 

1,916,821 I 

887 

(178,654) 

(43,684) 

12,480 

:1.015,921) 
1,091 

404,055 

35,006 
4,661 
1,396 

331,415 
280,698 
490,722 

6,298 
57,504 

288,791 
846,633 

45,805 
212,603 
462,692 
205,746 
900,900 
435,233 
218,906 
508,059 

$ 9,421,857 $ (287,658) . $ 9,134,197' 
$ 843,696 $ 520,903 $ 1,394,711 ~- 

(344) 

(698) 

(18,864) 

35,006 
4,661 
1,396 

331,415 
280,698 
490,722 

6,298 
57,504 

288,791 
846,289 

45,805 
212,603 
462,692 
205,746 
900,900 
434,534 
218,906 
489,195 

$ '  (19,906j $ 9,114,291 
$ (30,830) $ 1,363,881 
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EPCOR - Sun City Water District 
Docket No. WS-OI303A-14-0010 
Test Year Ended: June 30,2013 

LINE 
NO. 

RUCO Surrebuttal Schedule 19 
Witness: Michlik 

COMPANY RUCO RUCO 
DESCRIPTION PROPOSED ADJUSTMENTS RECOMMENDED 

OPERATING INCOME ADJUSTMENT NO. 1 - ANNUALIZATIONS 

3 Purchased Water 
4 

$ - $  - $  

5 Fuel and Power $ 1,557,580 $ 17,893 $ 1,575,473 
6 
7 Chemicals $ 34,119 $ 479 $ 34,598 
8 
9 Customer Accounting $ 834,153 $ 12,480 $ 846,633 

REFERENCES: 
Column [A]: Company Filing 
Column [B]: Testimony JMM 
Column [C]: Column [A] + Column [B] 



LINE 
NO. 

COMPANY RUCO RUCO’ 
DESCRIPTION PROPOSED ADJUSTMENTS RECOMMENDED 



EPCOR - Sun City Water District 
Docket No. WS-O1303A-14-0010 
Test Year Ended: June 30,2013 

LINE COMPANY RUCO 
NO. DESCRIPTION PROPOSED ADJUSTMENTS 

RUCO Surrebuttal Schedule 21 
Witness: Michlik 

RUCO 
RECOMMENDED 

OPERATING INCOME ADJUSTMENT NO. 3 - ADD CAP CHARGES TO BASE RATES 

REFERENCES: 
Column [A]: Company Filing 
Column [B]: Testimony JMM 
Column [C]: Column [A] + Column [B] 



EPCOR - Sun City Water District 
Docket No. WS-01303A-14-0010 
Test Year Ended: June 30,2013 

RUCO Surrebuttal Schedule 22 
Witness: Michlik 

OPERATING INCOME ADJUSTMENT NO. 4 - REMOVE APS ESTIMATED POWER COSTS 

[AI [BI [CI 
I LINE I I COMPANY I RUCO I RUCO I 

RECOMMENDED NO. I DESCRIPTION I PROPOSED I ADJUSTMENTS I I 
1 Fuel&Power $ 546,720 $ (53,302) $ 493,418 

Mohave Water District 
Paradise Valley Water District 
Sun City Water District 
Tubac Water District 
Mohave Wastewater District 
Total 

REFERENCES: 
Column [A]: Company Filing 
Column [B]: Testimony JMM 
Column [C]: Column [A] + Column [B] 

$ (22) 
$ (94,695) 



EPCOR - Sun City Water District 
Docket No. WS-Ol303A-14-0010 
Test Year Ended: June 30,2013 

RUCO Surrebuttal Schedule 23 
Witness: Michlik 

OPERATING INCOME ADJUSTMENT NO. 5 - NOT USED 

[AI PI [CI 
LINE COMPANY RUCO RUCO 
NO. DESCRIPTION PROPOSED ADJUSTMENTS RECOMMENDED 

1 Metered Water Sales $ - $  - $  
#-, 

L 

3 Chemicals 
4 

REFERENCES: 
Column [A]: Company Filing 
Column [B]: Testimony JMM 
Column [C]: Column [A] + Column [B] 

!% - ! %  - ! %  



EPCOR - Sun City Water District 
Docket No. WS-01303A-14-0010 
Test Year Ended: June 30,2013 

RUCO Surrebuttal Schedule 24 
Witness: Smith 

OPERATING INCOME ADJUSTMENT NO. 6 - CORPORATE ALLOCATION EXPENSE 

[A] [B] [C] 
LINE COMPANY RUCO RUCO’ 
NO. DESCRIPTION PROPOSED ADJUSTMENTS RECOMMENDED 

1 Corporate Allocation $ 510,069 $ (190,111) $ 319,958 
2 
3 

5 Mid-Term Incentive Pian (MTIP) 
6 
7 Advertising, Promotions, and Donations 
8 Total 

RUCOs Summary of Corporate Allocation Disallowances 
4 Short-Term Incentive Plan (STIP) $ 

IT Affiliated Charges Expenses -Account 5628 

(134,672) 
(48,534) 
(1,278) 
(5,627) 

$ (1 90,111 ) 

’ Amounts may not reflect other adjustments. 

REFERENCES: 
Column [A]: Company Filing 
Column [B]: Testimony RAS 
Column [C]: Column [A] + Column [B] 



EPCOR - Sun City Water District 
Docket No. WS-01303A-14-0010 
Test Year Ended: June 30,2013 

RUCO Surrebuttal Schedule 25 
Witness: Michlik 

OPERATING INCOME ADJUSTMENT NO. 7 - ADJUST RATE CASE EXPENSE 

[A] [B] [C] 
LINE COMPANY RUCO RUCO 
NO. DESCRIPTION PROPOSED ADJUSTMENTS RECOMMENDED I 
1 Rate Case Expense $ 104,574 $ (43,684) $ 60,890 

Mohave Water District 
Paradise Valley Water District 
Sun City Water District 
Tubac Water District 

Allocation Company Proposed RUCO Recommended Rate Case Normalized 
Percentage Rate Case Expense Expense over 3 Years 

27% $ 178,318 $ 89,159 $ 29,720 
25% $ 161,530 $ 
40% $ 262,102 $ 
3% $ 17.890 $ 

80,765 $ 26,922 
131,051 $ 43,684 

8.945 $ 2,982 
Mohave Wastewater District 5% $ 30,160 $ 15,080 $ 5,027 
Total 100% $ 650,000 $ 325,000 $ 108,333 

REFERENCES: 
Column [A]: Company Filing 
Column [B]: Testimony JMM 
Column [C]: Column [A] + Column [B] 
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Docket No. WS-01303A-14-0010 
Test Year Ended: June 30,2013 

LINE 
NO. 

RUCO Surrebuttal Schedule 26 
Witness: Michlik 

COMPANY RUCO RUCO’ 
DESCRIPTION PROPOSED ADJUSTMENTS RECOMMENDED 

OPERATING INCOME ADJUSTMENT NO. 8 - NOT USED 

’ Amounts may not reflect other adjustments. 

REFERENCES: 
Column [A]: Company Filing 
Column [B]: Testimony JMM 
Column [C]: Column [A] + Column [B] 
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Docket No. WS01303A-14-0010 
Test Year Ended: June 30,2013 

PLANT In 
SERVICE 
Per RUCO 

RUCO Surrebuttal Schedule 27 
Witness: Michlik 

Page I of 3 

NonDepreciable DEPRECIABLE 

(Col A - Col B) 
or Fully Depreciated PLANT 

PLANT 

OPERATING INCOME ADJUSTMENT NO. 9 - DEPRECIATION EXPENSE ON TEST YEAR PLANT 

LINE 
NO. 

ACCT 
NO. DESCRIPTION 

DEPRECIATION 

Col C x Col D 

0.00% $ 
0.00% $ 
0.00% $ 
0.00% $ 
0.00% $ 
2.50% $ 
2.00% $ 89,341 
2.00% $ 2,536 
2.00% $ 683 
2.50% $ 9,357 
2.50% $ 1,188 
2.50% $ 34,579 
1.67% $ 5 
2.50% $ 95,309 
1.67% $ 13,131 
3.33% $ 47,697 
4.00% $ 
4.00% $ 179 
4.00% $ 434,921 
4.00% $ 8,538 
4.00% $ 649 
4.00% $ 8,400 
4.00% $ 1,401 
5.00% $ 39,737 

10.00% $ 12,079 
1.54% $ 86,484 
1.54% $ 1,361 
2.00% $ 19,590 
1.43% $ 189,859 
1.43% $ 59,475 
1.43% $ 75,024 
1.43% $ 2,175 
1.43% $ 0 
2.50% $ 160,434 
8.33% $ 436,976 
2.50% $ 16,502 
2.50% $ 24 
2.00% $ 56,745 
6.67% $ 469 
3.33% $ 
3.33% $ 17 
3.33% $ 5,804 
4.50% $ 35,066 

10.00% $ 22,329 
20.00% $ 
20.00% $ 1,821 
20.00% $ 3,383 
6.67% $ 257 

20.00% $ 
14.29% $ 
16.67% $ 14,873 
4.00% $ 805 
4.00% $ 15,040 
4.00% $ 4,297 
5.00% $ 7,595 

10.00% $ 
10.00% $ 43,477 
10.00% $ 113 
10.00% $ 17.480 
6.25% $ 639 
0.00% $ 

$ 2,077,844 



EPCOR -Sun City Water District 
Docket No. WS-01303A-144010 
Test Year Ended: June 30,2013 

PLANT In NonDepreciable 
LINE ACCT SERVICE or Fully Depreciated 
NO. NO. DESCRIPTION Per RUCO PLANT 

RUCO Surrebuttal Schedule 27 
Witness: Michlik 

Page 2 of 3 

DEPRECIATION 

(Col C x Col D) 

DEPRECIABLE 

(Col A - COl B) 
PLANT DEPRECIATION EXPENSE 

RATE 

62 346190 SC water - WP6 Scdda upgrade ’ 
63 346190 SCADA-SCw 
64 Total Post Test Year Plant 

$ - $  - $  10.00% j 
- $  - $  13.84% $ 

$ 
$ 
$ - $  - $  



EPCOR - Sun City Water District 
Docket No. WS-01303A-14-0010 
Test Year Ended: June 30,2013 

LINE ACCT 
NO. NO. DESCRIPTION 

RUCO Surrebuttal Schedule 27 
Witness: Michlik 

Page 3 of 3 

PLANT In NonDepreciable DEPRECIABLE DEPRECIATION 
SERVICE or Fully Depreciated PLANT DEPRECIATION EXPENSE 
Per RUCO PLANT (Col A - COI 6) RATE (Col C x Col D) 

OPERATING INCOME ADJUSTMENT NO. 9 - DEPRECIATION EXPENSE ON TEST YEAR PLANT 

2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 
42 
43 
44 
45 
46 
47 
48 
49 
50 

340300 
340300 
340300 
304600 
340200 
340300 
304600 
343000 
346200 
340200 
340200 
341 400 
304620 
304600 
343000 
343000 
341400 
341 400 
346100 
346100 
340300 
340300 
340300 
340300 
340200 
340200 
340200 
340300 
340300 
340300 
340300 
340300 
340300 

EMS Webviewer-ArcGIS 
GIS Data Model Conversion 
Project GPS Software 
AZ Corp - Phx Office Improvements 
AZ IT Hardware 
AZ IT Software 
Of f ie  8 Ops Center - Central Shared 
Tools 8 Equip - Central Shared 
Video Conferencing Solution 
Laptops 
Servers 
Vehicles 
Office 8 Ops Center - Phx Office 
Office 8 Ops Center - Central Div 
Plant Facilities 8 Equip - AZ shared 
Tools 8 Equipment - AZ shared 
Vehicles - AZ shared 
New Valve Truck for Eastern Division 
Security - Central Div 
Security - Eastern Oiv 
Business Systems Upgrade - AZ 
GIS Upgrades/ Enhancements - AZ 
Engineering CMMS - AZ 
Engineering Project Management - AZ 
Network Redundancy - AZ 
Laptops - AZ 
Monitors - AZ 
ArcGlS Implementation CA 
Water USA Win7 Office2012 - CA 
ESRl Project (GIS) 
Water USA Win7 Office2012 - US 
SAMSWater & Waste 
AZ IT Software 

Total Post Test Year Corporate Plant 

Total 

Composite Depreciation Rate: 
Contributions in Aid of Construction ("CIAC): 
Amortization of CIAC: 

Depreciation Expense before Amortization of CIAC: 
Less Amortization of CIAC: 
Test Year Depreciation Expense - RUCO 

Test Year Depreciation Expense - Company 

Test Year Adjustment to Depreciation Expense 

$ - $  - $  20.00% $ 
$ - $  - $  20.00% $ 
$ - $  - $  20.00% $ 
$ - $  - $  2.50% $ 
$ - $  - $  10.00% $ 
$ - $  - $  20.00% $ 

$ - $  - $  10.00% $ 
$ - $  - $  10.00% $ 
$ - $  - $  10.00% $ 

$ - $  - $  20.00% $ 
$ - $  - $  20.00% $ 
$ - $  - $  20.00% $ 

$ - $  - $  2.50% $ 
$ - $  - $  4.00% $ 

$ - $  - $  16.67% $ 

$ - $  - $  16.67% $ 
$ - $  - $  16.67% $ 
$ - $  - $  16.67% $ 
$ - $  - $  20.00% $ 
$ - $  - $  20.00% $ 
$ - $  - $  20.00% $ 
$ - $  - $  20.00% $ 
$ - $  - $  20.00% $ 
$ - $  - $  20.00% $ 
$ - $  - $  20.00% $ 
$ - $  - $  20.00% $ 
$ - $  - $  20.00% $ 
$ - $  - $  20.00% $ 
$ - $  - $  20.00% $ 
$ - $  - $  20.00% $ 
$ - $  - $  20.00% $ 
$ - $  - $  20.00% $ 
$ - $  - $  20.00% $ 
$ - $  - $  $ 

$ 74,069,566 $ 1,583,653 $ 72,485,914 $ 2,107,961 

2.91% 
$ 18,346,683 
$ 533,888 

$ 2,107,961 
$ 533,888 
$ 1,574,072 

$ 1,899,602 

$ (325,530) 

51 
52 
53 
54 Direct Plant 
55 Corporate Plant 
56 Total 
57 
58 
59 
60 Company Depreciation 
61 
62 RUCOs Adjustmented Depreciation Expense 

RUCOs Removal of 24 month AFUDC Amortization Depreciation Expense 

Amortization of Regulatory Liability Over 5 Years 

Total RUCO Adjustments (lines 177+179+184) 

References: 
Column [A]: RUCO Schedule 4 
Column [B]: From Column [A] 
Column [C]: Column [A] - Column [B] 
Column [D]: Staffs Typical Engineering Depreciation Rates 
Column [E]: Column [C] x Column [D] 

$2,773,006 
$642,893 

$ (7,211) 

$ (554,601) 
$ (1 28,579) 
$ (683,180) 

$ (1,015,9211 

$ 1,916,821 

$ 900,900 



EPCOR - Sun City Water District 
Docket No. WS-01303A-14-0010 
Test Year Ended: June 30,2013 

RUCO Surrebuttal Schedule 28 
Witness: Michlik 

OPERATING INCOME ADJUSTMENT NO. 10 - PROPERTY TAX EXPENSE 

A 
LINE RhAO I 
NO. Property Tax Calculation AS ADJUSTED RECOMMENDED 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 

RUCO Adjusted Test Year Revenues 
Weight Factor 
Subtotal (Line 1 * Line 2) 
RUCO Recommended Revenue, Per Schedule JMM-1 
Subtotal (Line 4 + Line 5) 
Number of Years 
Three Year Average (Line 5 I Line 6) 
Department of Revenue Mutilplier 
Revenue Base Value (Line 7 * Line 8) 
Plus: 10% of CWlP - 
Less: Net Book Value of Licensed Vehicles 
Full Cash Value (Line 9 + Line 10 - Line 11) 
Assessment Ratio 
Assessment Value (Line 12 * Line 13) 
Composite Property Tax Rate (Per Company Schedule) 

RUCO Test Year Adjusted Property Tax (Line 14 * Line 15) 
Company Proposed Property Tax 

RUCO Test Year Adjustment (Line 16-Line 17) 
Property Tax - RUCO Recommended Revenue (Line 14 * Line 15) 
RUCO Test Year Adjusted Property Tax Expense (Line 16) 
Increase in Property Tax Expense Due to Increase in Revenue Requirement 

Increase to Property Tax Expense 
Increase in Revenue Requirement 
Increase to Property Tax per Dollar Increase in Revenue (LinelS/Line 20) 

$ 10,528,908 
2 

21,057,816 
10,528,908 
31,586,724 

3 
10,528,908 

2 
21,057,816 

18,237 

21,076,054 

3,811,183 
18.1% 

11.4199% 

$ 435,233 
434,142 

$ 1,091 

$ 10,528,908 
2 

$ 21,057,816 
$ 10,478,171 

31,535,988 
3 

$ 10,511,996 
2 

$ 21,023,992 
18,237 

$ 
$ 21,042,229 

18.1% 
3,805,066 $ 
1 1.41 99% 

$ 

$ 434,534 
$ 435,233 
$ (698) 

$ (698) 
(50,737) 

1.376706% 
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Docket No. WS-OI303A-14-0010 
Test Year Ended: June 30,2013 

RUCO Surrebuttal Schedule 29 
Witness: Michlik 

OPERATING INCOME ADJUSTMENT NO. 11 - TEST YEAR INCOME TAXES 

LINE 
NO. DESCRIPTION 

1 
2 
3 
4 Calculation of Income Tax: 
5 Revenue (RUCO Schedule 1) 
6 Operating Expenses Excluding Income Taxes 
7 Synchronized Interest 
8 Arizona Taxable Income 
9 Arizona State Income Tax Rate 
10 Arizona Income Tax 
11 Federal Taxable Income 
12 Federal Tax on First Income Bracket ($1 - $50,000) @ 15% 
13 Federal Tax on Second Income Bracket ($51,001 - $75,000) @? 25% 
14 Federal Tax on Third Income Bracket ($75,001 - $100,000) @ 34% 
15 Federal Tax on Fourth Income Bracket ($100,001 - $335,000) @ 39% 
16 Federal Tax on Fifth Income Bracket ($335,001 -$10,000,000) @ 34% 
17 Total Federal Income Tax 
18 Combined Federal and State Income Tax 
19 
20 
2 1 Calculation of Interest Synchronization: 
22 Rate Base (RUCO Schedule 4) 
23 Weighted Average Cost of Debt 
24 Synchronized Interest 
25 
26 

Test Year 
$ 10,528,908 
$ 8,626,139 
$ 564,364 
$ 1,338,405 

6.0000% 
$ 80,304 
$ 1,258,101 
$ 7,500 
$ 6,250 
$ 8,500 
$ 91,650 
$ 31 3,854 
$ 427,754 
$ 508,059 

$ 22,395,411 
2.52% 

$ 564,364 

27 
28 
29 

Income Tax - Per RUCO $ 508,059 
Income Tax - Per Company $ 104,004 

RUCO Adjustment $ 404,055 
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Docket No. WS-O1303A-14-0010 
Test Year Ended: June 30,2013 

LINE 
NO. 

RUCO Surrebuttal Schedule 30 
Witness: Michlik 

COMPANY RUCO RUCO' 
DESCRIPTION PROPOSED ADJUSTMENTS RECOMMENDED 

OPERATING INCOME ADJUSTMENT NO. 12 - SURREBUTTAL ADJUSTMENTS 

$ 510,069 $ 11,457 $ 521,526 Corporate Allocation 

RUCO's Adjustment to Surrebuttal Direct Surrebuttal Adjustment 

Mid-Term Incentive Plan (MTIP) $ (48,534) $ (27,747) $ 20,787 
Short-Term Incentive Plan (STIP) $ (134,672) $ (134,672) $ (0) 

IT Affiliated Charges Expenses - Account 5628 $ (1,278) $ (1,278) $ (0) 
Advertising, Promotions and Donations $ (5,627) $ (5,154) $ 473 

Total $ (190,111) $ (178,654) $ 11,457 
Confidential Information $ - $  (9,803) $ (9,803) 

' Amounts may not reflect other adjustments. 

REFERENCES: 
Column [A]: Company Filing 
Column [B]: Testimony JMM 
Column [C]: Column [A] + Column [B] 
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Monthly Usage Charge 

Meter Size (All Classes): 
518x314 Inch - Residential Low Income 
5/8x3/4 Inch 
314 Inch 
1 Inch 
1 112 Inch 
2 Inch 
3 Inch 
4 Inch 
6 Inch 
8 Inch 

2 Inch Irrigation 
Irrigation Raw 
Public Interruptible - Peoria 

Monthly Service Charge for Fire Sprinkler 
3 Inch 
4 Inch 
6 Inch 
8 Inch 
10 Inch 

Private Hydrant Standby - Peoria 

Commodity Charge - Per 1,000 Gallons 

518x314 and 314" Meter (Residential) 
First 1,000 gallons 
1,001 to 3,000 gallons 
3,001 to 9.000 gallons 
9,001 to 12,000 gallons 
Over 12,000 gallons 

518x314 and 314" Meter (Commercial) 
First 9,000 gallons 
Over 9,000 gallons 

1" Meter (Residential) 
First 1,000 gallons 
1,001 to 3,000 gallons 
3,001 to 9.000 gallons 
9,001 to 12,000 gallons 
Over 12.000 gallons 

1" Meter (Commercial) 
First 20,000 gallons 
Over 20,000 gallons 

1" Meter (Commercial) 
First 12.000 gallons 
Over 12,000 gallons 

1.5" Meter (Residential) 
First 1,000 gallons 
1.001 to 3,000 gallons 
3,001 to 9,000 gallons 
9,001 to 12,000 gallons 
Over 12,000 gallons 

1.5" Meter (Residential) 
First 40,000 gallons 
Over 40,000 gallons 

1.5 Meter (Commercial) 
First 40,000 gallons 
Over 40,000 gallons 

1.5 Meter (Residential and Commercial) 
First 35,000 gallons 
Over 35,000 gallons 

2" Meter (Residential) 
First 1,000 gallons 
1,001 to 3,000 gallons 
3,001 to 9,000 gallons 
9,001 to 12,000 gallons 
Over 12,000 gallons 

Rate Design 

Present 

$ 4.3800 
8.7600 
8.7600 

21.8900 
43.7800 
70.0500 

140.1000 
2 18.9000 
437.8100 
700.5000 

77.5900 
8.1600 

9.7300 
9.7300 
9.7300 

14.0100 
20.1400 

8.2200 

$ 0.7297 
1.0702 
1.3621 
1.6539 
1.9896 

1.3621 
1.9896 

0.7297 
1.0702 
1.3621 
1.6539 
1.9896 

1.3621 
1.9896 

NIA 
NIA 

0.7297 
1.0702 
1.3621 
1.6539 
1.9896 

NIA 
NIA 

1.3621 
1.9896 

NIA 
NIA 

0.7297 
1.0702 
1.3621 
1.6539 
1.9896 

Company 
Proposed Rates 

$ 6.4228 
10.7047 
10,7047 
26.7618 
53.5236 
85.6378 

171.2755 
267.6180 
535.2360 
856.3776 

94.8150 
9.9715 

10.8100 
10.8 100 
10.8100 
15.5651 
22.3755 

9.1324 

$ 0.7500 
1.3702 
1.6602 
1.9002 
2.1202 

1.8302 
2.1202 

0.7500 
1.3702 
1.6602 
1.9002 
2.1202 

1.8302 
2.1202 

NIA 
NIA 

NIA 
NIA 
NIA 
NIA 
NIA 

1.8302 
2.1202 

1.8302 
2.1202 

NIA 
NIA 

NIA 
NIA 
NIA 
NIA 
NIA 

RUCO 
Recommended Rates 

$ 4.3800 
8.7600 
8.7600 

21.8900 
43.7800 
70.0500 

140.1000 
218.9000 
437.8 100 
700.5000 

77.5900 
8.1600 

9.7300 
9.7300 
9.7300 

14.0100 
20.1400 

8.2200 

$ 0.7500 
1 .loo0 
1.3800 
1.6900 
2.1940 

1.3800 
2.1940 

0.7500 
1.1000 
1.3800 
1.6900 
2.1940 

NIA 
NIA 

1.3800 
2.1940 

NIA 
NIA 
NIA 
NIA 
NIA 

NIA 
NIA 

NIA 
NIA 

1.3800 
2.1940 

NIA 
NIA 
NIA 
NIA 
NIA 
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Test Year Ended June 30,2013 

2 Meter (Residential) 
First 64,000 gallons 
Over 64,000 gallons 

2 Meter (Commercial) 
First 64,000 gallons 
Over 64,000 gallons 

3” Meter (Residential) 
First 1,000 gallons 
1,001 to 3,000 gallons 
3,001 to 9,000 gallons 
9,001 to 12,000 gallons 
Over 12,000 gallons 

3” Meter (Residential) 
First 131,000 gallons 
Over 131,000 gallons 

3 Meter (Commercial) 
First 131,000 gallons 
Over 131,000 gallons 

4“ Meter (Residential) 
First 1,000 gallons 
1,001 to 3,000 gallons 
3,001 to 9.000 gallons 
9,001 to 12,000 gallons 
Over 12,000 gallons 

4“ Meter (Residential) 
First 205,000 gallons 
Over 205,000 gallons 

4 Meter (Commercial) 
First 205,000 gallons 
Over 205,000 gallons 

6 Meter (Residential) 
First 1,000 gallons 
1,001 to 3,000 gallons 
3,001 to 9,000 gallons 
9,001 to 12,000 gallons 
Over 12.000 gallons 

6“ Meter (Residential) 
First 415,000 gallons 
Over 415,000 gallons 

6 Meter (Commercial) 
First 415,000 gallons 
Over 415,000 gallons 

8 Meter (Residential) 
First 1,000 gallons 
1,001 to 3,000 gallons 
3,001 to 9.000 gallons 
9,001 to 12,000 gallons 
Over 12,000 gallons 

8 Meter (Residential) 
First 670,000 gallons 
Over 670,000 gallons 

8 Meter (Commercial) 
First 670,000 gallons 
Over 670,000 gallons 

3 Inch - Public lnteruptible (All Gallons) 

Public lnteruptible - Peoria (All Gallons) 

2 Inch Irrigation (All Gallons) 

Irrigation - Raw Water (All Gallons) 

Private Hydrant - Peoria (All Gallons) 

Central Arizona Project - Raw Water (All Gallons) 

Rate Design 

NIA 
NIA 

1.3621 
1.9896 

0.7297 
1.0702 
1.3621 
1.6539 
1.9896 

NIA 
NIA 

1.3621 
1.9896 

0.7297 
1.0702 
1.3621 
1.6539 
1.9896 

N/A 
N/A 

1.3621 
1.9896 

0.7297 
1.0702 
1.3621 
1.6539 
1.9896 

NIA 
NIA 

1.3621 
1.9896 

0.7297 
1.0702 
1.3621 
1.6539 
1.9896 

NIA 
NIA 

1.3621 
1.9896 

1.1632 

1.1632 

1.2551 

1.0037 

1.1400 

0.8480 

1.8302 
2.1202 

1.8302 
2.1202 

NIA 
N/A 
N/A 
NIA 
NIA 

1.8302 
2.1202 

1.8302 
2.1202 

NIA 
NIA 
NIA 
NIA 
NIA 

1.8302 
2.1202 

1 .a302 
2.1202 

NIA 
NIA 
NIA 
NIA 
NIA 

1 .a302 
2.1202 

1.8302 
2.1202 

NIA 
NIA 
NIA 
NIA 
NIA 

1.8302 
2.1202 

NIA 
NIA 

1.3958 

1.3958 

1.5061 

1.2044 

1.3680 

1.0176 

RUCO Surrebuttal Schedule 31 
Witness: Michlik 

Page 2 of 2 

1.3800 
2.1940 

1.3800 
2.1940 

NIA 
NIA 
NIA 
NIA 
NIA 

1.3800 
2.1940 

1.3800 
2.1940 

NIA 
NIA 
NIA 
NIA 
NIA 

1.3800 
2.1940 

1.3800 
2.1940 

NIA 
NIA 
NIA 
NIA 
NIA 

1.3800 
2.1940 

1.3800 
2.1940 

NIA 
NIA 
NIA 
NIA 
NIA 

1.3800 
2.1940 

1.3800 
2.1940 

1.1632 

1.1632 

1.2551 

1.0037 

1.1400 

0.8480 
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RUCO Surrebuttal Schedule 32 
Witness: Michlik 

Typical Bill Analysis 
General Service 5/8 x 3/4-lnch Meter 

Present Proposed Dollar Percent 
Company Proposed Gallons Rates Rates Increase Increase 

Average Usage 7,203 $ 17.36 $ 21.17 $ 3.82 22.00% 

Median Usage 6,000 15.72 19.18 $ 3.46 22.01% 

RUCO Recommended 

Average Usage 7,203 $ 17.36 $ 17.51 $ 0.16 0.89% 

Median Usage 6,000 15.72 15.85 $ 0.13 0.85% 

Present & Proposed Rates (Without Taxes) 
General Service 5/8 x 3/4-lnch Meter 

Company RUCO 
Gallons Present Proposed Yo Recommended % 
Consumption Rates Rates Increase Rates Increase 

$ 8.76 $ 10.70 22.20% $ 8.76 0.00% 
1,000 $ 9.49 $ 11.45 20.71% $ 9.51 0.21% 
2,000 $ 10.56 $ 12.82 21.45% $ 10.61 0.47% 
3,000 $ 11.63 $ 14.20 22.06% $ 11.71 0.69% 
4,000 $ 12.99 $ 15.66 22.04% $ 13.09 ’ 0.75% 
5,000 $ 14.35 $ 17.52 22.02% $ 14.47 0.81% 
6,000 $ 15.72 $ 19.18 22.01% $ 15.85 0.85% 
7,000 $ 17.08 $ 20.84 22.00% $ 17.23 0.89% 
8,000 $ 18.44 $ 22.50 21.99% $ 18.61 0.92% 
9,000 $ 19.60 $ 24.16 21.98% $ 19.99 0.95% 

10,000 $ 21.46 $ 26.06 21.44% $ 21.68 1.04% 
11,000 $ 23.11 $ 27.96 20.97% $ 23.37 1.12% 
12,000 $ 24.76 $ 29.86 20.56% $ 25.06 1.19% 
13,000 $ 26.75 $ 31.98 19.52% $ 27.25 1.87% 
14,000 $ 28.74 $ 34.10 18.63% $ 29.45 2.45% 
15,000 $ 30.73 $ 36.22 17.84% $ 31.64 2.96% 
16,000 $ 32.72 $ 38.34 17.16% $ 33.84 3.40% 
17,000 $ 34.71 $ 40.46 16.55% $ 36.03 3.80% 
18,000 $ 36.70 $ 42.58 16.01% $ 38.22 4.15% 
19,000 $ 38.69 $ 44.70 15.52% $ 40.42 4.46% 
20,000 $ 40.68 $ 46.82 15.09% $ 42.61 4.75% 
25,000 $ 50.63 $ 57.42 13.41% $ 53.58 5.83% 
30,000 $ 60.58 $ 68.02 12.29% $ 64.55 6.56% 
35,000 $ 70.53 $ 78.62 11.48% $ 75.52 7.09% 
40,000 $ 80.47 $ 89.22 10.87% $ 86.49 7.48% 
45,000 $ 90.42 $ 99.82 10.40% $ 97.46 7.79% 
50,000 $ 100.37 $ 110.42 10.02% $ 108.43 8.03% 
75,000 $ 150.11 $ 163.43 8.87% $ 163.28 8.78% 

100,000 $ 199.85 $ 216.43 8.30% $ 218.13 9.15% 
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LINE 
- NO. 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

REVENUE REQUIREMENT 

DESCRIPTION 

Adjusted Rate Base $ 

Adjusted Operating Income (Loss) $ 

Current Rate of Return (L2 / L1) 

Required Rate of Return 

Required Operating Income (L4 * L1) 

Operating Income Deficiency (L5 - L2) 

$ 

$ 

Gross Revenue Conversion Factor 

Required Revenue Increase (L7 * L6) $ 

Adjusted Test Year Revenue $ 

Proposed Annual Revenue (L8 + L9) $ 

Required Increase in Revenue (%) 

References: 
Column [A]: Company Schedule A-I 
Column [B]: RUCO Schedules 3 and 16 

[AI 
COMPANY 

FAIR 
VALUE 

1,607,775 

(1 31,793) 

-8.20% 

6.87% 

1 10,454 

242,247 

1.6589 

401,874 

579,194 

981,067 

69.38% 

Witness: Michlik 

PI 
RUCO 
FAIR 

VALUE 

$ 1,383,708 

$ (61,238) 

-4.43% 

6.09% 

$ 84,268 

$ 145,506 

1.41 62 

I$ 206,070 I 
$ 537,388 

$ 743,458 

38.35% 



EPCOR - Tubac Water District 

Test Year Ended: June 30,2013 
Docket NO. WS-01303A-14-0010 

RUCO Surrebuttal Schedule 2 
Witness: Michlik 

GROSS REVENUE CONVERSION FACTOR 

LINE 
!yQ DESCRIPTION 

Calculation of Gross Revenue Conversion Factor: 
1 Revenue 
2 Uncollecible Factor (Line 11) 
3 Revenues (L1 - L2) 
4 Combined Federal and State Income Tax and Property Tax Rate (Line 23) 
5 Subtotal (L3 - L4) 
6 Revenue Conversion Factor (L1 I L5) 

Calculation of Uncollecttible Factor: 
7 Unity 
8 Combined Federal and State Tax Rate (Line 23) 
9 One Minus Combined Income Tax Rate (L7 - L8 ) 
10 Uncollectible Rate 
11 Uncollectible Factor (L9 L10 ) 

Calculation of Effective Tax Rate: 
12 Operating Income Before Taxes (Arizona Taxable Income) 
13 Arizona State Income Tax Rate 
14 Federal Taxable Income (LIZ - L13) 
15 Applicable Federal Income Tax Rate (Line 55) 
16 Effective Federal Income Tax Rate (L14 x L15) 
17 Combined Federal and State Income Tax Rate (L13 +L16) 

Calculation of Effective Property Tax Factor 
18 Unity 
19 Combined Federal and State Income Tax Rate (L17) 
20 One Minus Combined Income Tax Rate (L18-LI9) 
21 Property Tax Factor 
22 Effective Property Tax Factor (L2O*L21) 
23 Combined Federal and State Income Tax and Property Tax Rate (L17+L22) 

24 Required Operating Income 
25 AdjustedTest Year Operating Income (Loss) 
26 Required Increase in Operating Income (L24 - L25) 

[AI 

100.0000% 
0.4171% 

99.5829% 
28.9731% 
70.6097% 
1.416235 

100.0000% 
27.7436% 
72.2564% 
0.5773% 
0.4171% 

100.0000% 
27.7436% 
72.2564% 
0.5773% 
0.4171% 

100.0000% 
6.0000% 

94.0000% 
23.1 31 5% 
21.7436% 

27.7436% 

100.0000% 
27.7436% 
72.2564% 

1.7016% 
1.2295% 

28.9731% 

$ 84,268 
(61,2381 

$ 145,506 

27 Income Taxes on Recommended Revenue (Col. [E], L52) $ 13,578 
28 Income Taxes on Test Year Revenue (Col. [B], L52) 
29 Required Increase in Revenue to Provide for Income Taxes (L27 - L28) 

(42,290L 
55,868 

30 Recommended Revenue Requirement $ 206,070 
31 Uncollectible Rate (Line 10) 0.5773% 
32 Uncolllectible Expense on Recommended Revenue (L30"L31) $ 1,190 
33 Adjusted Test Year Uncollectible Expense $ 
34 Required Increase in Revenue to Provide for Uncollectible Exp. (L32-L33) 1, 

35 Property Tax with Recommended Revenue 
36 Property Tax on Test Year Revenue 
37 Increase in Property Tax Due to Increase in Revenue (L35-L36) 
38 Total Required Increase in Revenue (L26 + L29 + L34 + L37) 

Calculation of lncome Tax: 
39 Revenue 
40 Operating Expenses Excluding Income Taxes 
41 Synchronized Interest (L56) 
42 Arizona Taxable Income (L39 - L40 - L41) 
43 Arizona State Income Tax Rate 
44 Arizona Income Tax (L42 x L43) 
45 Federal Taxable Income (L42 - L44) 
46 Federal Tax on First Income Bracket ($1 - $50,000) @ 15% 
47 Federal Tax on Second Income Bracket ($51,001 - $75,000) @ 25% 
48 Federal Tax on Third Income Bracket ($75,001 - $100,000) @ 34% 
49 Federal Tax on Fourth Income Bracket ($100,001 - $335,000) @ 39% 
50 Federal Tax on Fiflh Income Bracket ($335,001 -$lO,OOO,OOO) @ 34% 
51 Total Federal Income Tax 
52 Combined Federal and State Income Tax (L44 + L51) 

190 

$ 31,191 
27,685 

3,506 
$ 206,070 

Test RUCO 
Recommended Year 

$ 537,388 $ 206,070 $ 743,458 
$ 640,917 $ 645,613 

34,869 

6.0000% 

$ $ (138,398) 

$ (8,304) 
$ (130,094) 
$ (7,500) 
$ (6,250) 
$ (8,500) 
$ (11,737) 
$ - .  
$ (33,987) 
$ (42,290) 

$ 34,869 
$ 62,976 

6.0000% 
$ 3,779 
$ 59,198 
$ 7,500 
$ 2,299 
$ 
$ 
$3 

$ 9,799 
$ 13,578 

23.1 31 5% 53 Applicable Federal Income Tax Rate [Col. [E], L51 - Col. [E], L51] I [Col. [E], L45 - Cot. [B], L45] 

Calculation of lnterest Svnchronization: 
54 RateBase 
55 Weighted Average Cost of Debt 
56 Synchronized Interest 

$ 1,383,706 
2.5200% 

$ 34,869 



EPCOR - Tubac Water District 
Docket No. WS-01303A-14-0010 
Test Year Ended: June 30,2013 

RUCO Surrebuttal Schedule 3 
Witness: Coley 

RATE BASE - ORIGINAL COST 

LINE 
- NO. 

[AI 
COMPANY 

AS 
FlLED 

PI [Cl 
RUCO 

RUCO AS 
ADJUSTMENTS ADJUSTED 

1 Plant in Service 
2 Less: Accumulated Depreciation 
3 Net Plant in Service 

$ 6,467,719.17 
1,942,237.86 

$ 4,525,480 

LESS: 

$ (272,065) $ 6,195,654 
(278,6311 1,663,607 

$ 6,567 $ 4,532,048 

4 
5 Less: Accumulated Amortization 
6 NetClAC 

Contributions in Aid of Construction (CIAC) 

7 

8 Customer Meter Deposits 
9 Customer Deposits 
10 Deferred Income Taxes & Credits 

Advances in Aid of Construction (AIAC) 

$ 1,076,185 
45,823 

$ 1,030,362 

$ 1,952,127 

51 7 

26,304 

$ 74,010 $ 1,150,195 
45,823 

$ 74,010 $ 1,104,372 

$ $ 1,952,127 

51 7 

1 1,409 37,713 

11 Regulatory Liability - Over-Collected Dep. Exp. 
12 Less: Amortization of Reg. Liab. 
13 Net Regulatory Liability 

ADD: 
!fi 

69,987 69,987 
13,997 13,997 

$ 55,990 $ 55,990 

14 Regulatory Asset - Deferred ACRM O&M 
15 Less: Amortization of Reg. Asset - ACRM 
16 

17 Deferred Debits 

Net Regulatory Asset for ACRM 

18 Working Capital Allowance 
19 Reconciling Item 

20 Original Cost Rate Base 

$ 

$ 

83,390 

8,215 
(0) 

$ 1,607,775 

(83,390) 0 

(5,835) 2,379 
(0) 

$ (238,065) $ 1,383,708 

References: 
Column [A]: Company as Filed 
Column [B]: RUCO Schedule 4 
Column [C]: Column [A] + Column [B] 
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EPCOR - Tubac Water District 
Docket No. WS-01303A-14-0010 
Test Year Ended: June 30,2013 

RUCO Surrebuttal Schedule 9 
Witness: Radigan 

RATE BASE ADJUSTMENT NO. 5 - POST TEST YEAR PLANT ADJUSTMENTS 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 

22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 
42 
43 
44 
45 
46 
47 
48 

49 
50 
51 
52 
53 
54 

55 

56 

[A] [B] [C] 
LINE ACCT COMPANY RUCO RUCO' 
NO. NO. DESCRIPTION PROPOSED ADJUSTMENTS RECOMMENDED 

Post Test Year Direct Plant: 
331001 
311200 
339600 
31 1200 
311200 
31 1200 
31 1200 
331 200 
3341 00 
333000 
31 1200 
331001 
335000 
343000 
335000 
3341 00 
333000 
331001 
311200 
334100 
334100 

Tubac water - Valves Replace 
Tubac - Well 3 
Tubac water - GIS Map Books 
Tubac water - Rebuild motor Well 3 
Tubac water - Well 5 
Tubac -Well 3 
Tubac water - Palo Parado WP & BS 
Main Breaks 
Meters replaced 
Services replaced 
Plant Facilities & Equip AZ 
Valves Replace - Tubac 
Hydrants Replace - Tubac 
Tools & Equipment - Tubac 
Hydrants replaced 
Meters replaced 
Services replaced 
Valves replaced 
Plant Facilities & Equip AZ 
RPNB PFE Rep1 8 Well Meter 
PFE Rep1 8" Well Meter 

$ 

Post Test Year Allocated Cornorate Plant: 
340300 EMS Webviewer-ArcGIS 
340300 
340300 
304600 
340200 
340300 
304600 
343000 
346200 
340200 
340200 
341 400 
304620 
304600 
343000 
343000 
341 400 
341 400 
3461 00 
3461 00 
340300 
340300 
340300 
340300 
340200 
340200 
340200 

340300 
340300 
340300 
340300 
340300 
340300 

GIS Data Model Conversion 
Project GPS Software 
AZ Corp - Phx Office Improvements 
AZ IT Hardware 
AZ IT Software 
Office & Ops Center - Central Shared 
Tools & Equip - Central Shared 
Video Conferencing Solution 
Laptops 
Servers 
Vehicles 
Office 8 Ops Center - Phx Office 
Office & Ops Center -Central Div 
Plant Facilities & Equip - AZ shared 
Tools & Equipment - A2 shared 
Vehicles - AZ shared 
New Valve Truck for Eastern Division 
Security - Central Div 
Security - Eastern Div 
Business Systems Upgrade - AZ 
GIS Upgrades/ Enhancements - AZ 
Engineering CMMS - AZ 
Engineering Project Management - AZ 
Network Redundancy - AZ 
Laptops - AZ 
Monitors - AZ 
&479005 
ArcGlS Implementation CA 
Water USA Win7 Office2012 - CA 
ESRl Project (GIs) 
Water USA Win7 Office2012 - US 
SAMSWater & Waste 

(7,995) $ 
(3.389) 

461 
(159) 

(1,943) 
(1,631) 

(1 1,079) 
5,460 

(290) 

440 
7,107 

21,417 
(6,500) 
2,390 
7,891 
7,936 

62 

20 

33 

16 
58 
70 
20 
25 

(42) 

(0) 

431 

0 
61 

347 
1,246 

289 
n AZ IT Software (0) 

Total $ 22,750 $ (22,750) $ 

Accumulated Depreciation $ 1,942,238 $ (1,385) $ 1,940,853 

' Amounts may not reflect other adjustments. 

REFERENCES: 
Column [A]: Company Filing 
Column [B]: Testimony FR 
Column [C]: Column [A] + Column [E] 



EPCOR - Tubac Water District 
Docket No. WS-01303A-144010 
Test Year Ended: June 30,2013 

RATE BASE ADJUSTMENT NO. 6 -REGULATORY LIABILITY - DIRECT PLANT OVER-COLLECTED DEPRECIATION EXPENSE 

RUCO Surrebuual Schedule 10 
Wltneaa: Coley 

LINE ACCT. 
Elo. DESCRIPTION 

Direct Plant: 

1 340200 Computer 8 Peripheral Equipment 
2 341100 Transportation Equip Light Duty Trucks 

[AI 161 IC1 [Dl 
TEST YEAR ('TY") END POST TEST YEAR ("PN") TOTAL CREDIT 

OVER-COLLECTED OVER-COLLECTED OVER-COLLECTED ANNUAL 
DEPRE. EXP. DEPRECIATION DEPRECIATION DEPRECIATION 

AMOUNT AMOUNT AMOUNT 20% 

$ (3,769) $ 
(42,412) 

3 Total Over-Depreciated Direct Plant $ (46,181) $ (7,1341 $ (53,314) (10,663) 

4 District's Direct Plant Over-Collected Depreciation Expense to be Credited to Depreciation Expense .............. 

REFERENCES: 
Column [A]: Testimony TJC 
Column [B]: Testimony TJC 
Column [C]: Column [A] + Column [B] 
Column [D]: Column [C] ~ 2 0 %  

......................... $ (53.314)l 



EPCOR - Tubac Water District 
Docket No. WS-01303A-144010 
Test Year Ended: June 30,2013 

RUCO Surrebuttal Schedule 11 
Witness: Coley 

RATE BASE ADJUSTMENT NO. 7 - REGULATORY LIABILITY - AZ-CORPORATE PLANT OVER-COLLECTED DEPRECIATION EXPENSE 

[AI tB1 IC1 PI [El 
TOTAL TOTAL TUBAC CREDIT 

TY AZ-CORPORATE PTY AZ-CORPORATE TOTAL ALLOCATION ANNUAL 

Allocated CorDorate Plant: 
OVERCOLLECTED OVER-COLLECTED OVERCOLLECTED FACTOR DEPRE. EXP. 

DEPRECIATION EXP. DEPRECIATION EXP. AMORTIZATION EXP. 1o.00369919) 20% 

1 304620 Structures 8 improvements Leasehold $ (24,958) $ (9,888) $ (34,846) 5 (129) 5 (26) 
2 340300 Computer Software (3,128.854) (721,389) (3,850,243) (14,243) (2,849) 
3 340330 Computer Software Other (52,912) (18,705) (71.61 8) (265) (53) 

Trial Balance 
Acct. No. 

4 1568 Software Intangibles 
5 1569 Software Intangibles Amortization 

21,439 21,439 79 
(571.918) (571.918) (2.116) 

6 Software Intangibles Net of Amortization $ (550.478) $ - $  (550,478) $ (2,036) (407) 

7 Total Corporate Over-Collected Depreciation Exp. $ (3,757,2032 $ ( 749,982 ) $ ( 4,507,185 ) $ (16,673) (3,335) 

8 District's AZ-Corporate Plant Over-Collected Depreciation Expense to be Credited to Depreciation Expense. ._. . ........ . . . . ..... . ..__. ._. _.. . ..... . ._._ 1- 

REFERENCES: 
Column [A]: Testimony TJC 
Column [B]: Testimony TJC 
Column IC]: Column [A] +Column [B] 
Column [D]: Column [C] x District's Allocation Factor 
Column [E]: Column [D] x 20% 



EPCOR - Tubac Water District 
Docket No. WS-01303A-14-0010 
Test Year Ended: June 30,2013 

RATE BASE ADJUSTMENT NO. 8 - REVERSE UNEXPENDED ClAC 

RUCO Surrebuttal Schedule 12 
Witness: Coley 

~~ 

I NO. I NO. I DESCRIPTION 1 PROPOSED I ADJUSTMENTS 1 RECOMMENDED 
1 Deferred Debits $ 1,076,185 $ 74,010 1 ,I 50,195 

’ Amounts may not reflect other adjustments. 

REFERENCES: 
Column [A]: Company Filing 
Column [B]: Testimony TJC 
Column [C]: Column [A] + Column [B] 



EPCOR - Tubac Water District 
Docket No. WS-01303A-14-0010 
Test Year Ended: June 30.2013 

RUCO Surrebuttal Schedule 13 
Witness: Coley 

RATE BASE ADJUSTMENT NO. 9 - REMOVAL OF 24 MONTH DEFERRAL OF ALLOWANCE FOR FUNDS USED DURING CONSTRUCTION ("AFUDC") AND DEPRECIATION EXPNESE 

[A] P I  [C] 
LINE ACCT COMPANY RUCO RUCO' 
NO. NO. DESCRIPTION PROPOSED ADJUSTMENTS RECOMMENDED 

Deferred Debits $ 83,390 $ (27,978) $ 55,412 

' Amounts may not reflect other adjustments. 

REFERENCES: 
Column [A]: Company Filing 
Column [B]: Testimony TJC 
Column IC]: Column [A] + Column [B] 



EPCOR - Tubac Water District 
Docket No. WS-01303A-140010 
Test Year Ended: June 30.2013 

LINE ACCT 
NO. NO. DESCRIPTION 

RUCO Surrebuttal Schedule 14 
Witness: Coley 

COMPANY RUCO RUCO’ 
PROPOSED ADJUSTMENTS RECOMMENDED 

RATE BASE ADJUSTMENT NO. 10 -CASH WORKING CAPITAL 

2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 

OPERATING EXPENSES 
Labor 
Purchased Water 
Fuel 8 Power 
Chemicals 
Waste Disposal & Other Utilities 
Intercompany Support Services 
Corporate Allocation 
Outside Services 
Group Insurance 
Pensions 
Regulatory Expense 
insurance Other Than Group 
Customer Accounting (Less Bad Debt Expense) 
Rents 
General Offce Expense 
Miscellaneous 
Maintenance Expense 

TAXES 
19 General Taxes-Property 
20 Taxes - Payroll 
21 Taxes -Other 
22 Income Tax 

23 Interest Expense 

24 TOTAL 

25 

Amounts may not reflect other adjustments. 26 I 

Proforma 
Test Year 
Amount 

[Bl 

179,440 

34,640 
48,202 

81 1 
95 

20,617 
26,870 
37.821 

430 

12,198 
21.480 

7,566 
28,204 

6,577 
38,435 

31,191 
13,897 
2,260 

(42,290) 

34,869 

503,314 

Working 
Revenue Expense Net LeadLag Capital 

Lag (Lead) Lag (Lead) Lag (Lead) Factor Required 
Days DayS Days Coi. C - Col. D Col. El385 Col. B * Col. F 

41.01 
41.01 
41.01 
41.01 
41.01 
41.01 
41.01 
41.01 
41.01 
41.01 
41.01 
41.01 
41.01 
41.01 
41.01 
41.01 
41.01 

30.63 

47.61 

71 .84 
30.42 
30.42 
33.77 

(10.72) 
67.98 
(48.65) 
64.82 
49.83 
16.96 
33.08 
25.19 
51.05 

10.38 
41.01 
(6.80) 
41.01 

(30.83) 
10.59 
10.59 
7.24 

51.73 
(26.97) 
89.66 

(23.81) 
(8.82) 
24.05 

7.93 
15.82 

(10.04) 

0.03 
0.1 1 

0.11 

0.03 
0.03 
0.02 
0.14 

(0.07) 
0.25 

(0.07) 

0.07 
0.02 
0.04 

(0.03) 

(0.02) 

(0.08) 

(0.02) 

5,101 

(627) 
5,416 

(68) 
3 

598 
533 

5,360 
(32) 

(796) 
(519) 
499 
612 
285 

(1,058) 

41.01 213.25 (172.24) (0.47) (14,719) 
41.01 26.40 14.61 0.04 556 
41.01 (135.81) 176.82 0.48 1,095 
41.01 41.75 (0.74) (0.00) 86 

41.01 91.25 (50.24) (0.14) (4,800) 

Cash Working CaDital Reauirement (2,473) 

Company Working Capital Requirement 

RUCO Cash WoRing Capital Adjustment 

3,362 

(5,835) 



EPCOR - Tubac Water District 
Docket NO. WS-01303A-14-0010 
Test Year Ended: June 30,2013 

LINE 
NO. 

RUCO Surrebuttal Schedule 15 
Witness: Coley 

ACCT COMPANY RUCO RUCO' 
NO. DESCRIPTION PROPOSED ADJUSTMENTS RECOMMENDED 

REFERENCES: 
Column [A]: Company Filing 
Column BJ: Testimony JMM 
Column [Cl: Column [AI +Column B ]  



EPCOR - Tubac Water District 
Docket No. WS-01303A-14-0010 
Test Year Ended: June 30,2013 

I RATEBASEADJUSTMENTNO.12-SURREBUTTALADJUSTMENTS 

RUCO Surrebunal Schedule 16 
Witness: Coley 

LINE COMPANY RUCO RUCO' ACCT 
PROPOSED 

REFERENCES: 
Column [AI: Company Filing 
Column B1: Testimony JMM 
Column [Cl: Column [A] +Column [E] 

NO. NO, DESCRIPTION ADJUSTMENTS RECOMMENDED 

I 2 Deferred Income Taxes 8 Credits $ 26,304 $ 11,409 $ 37,713 

' Amounts may not reflect other adjustments 



EPCOR - Tubac Water District 
Docket No. WS-O1303A-14-0010 
Test Year Ended: June 30,2013 

OPERATING INCOME STATEMENT -ADJUSTED TEST YEAR AND RUCO RECOMMENDED 

RUCO Surrebuttal Schedule 17 
Witness: Michlik 

LINE 
- NO. 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 

DESCRIPTION 

[AI PI [CI [Dl [El 
C 0 M P A N Y 
ADJUSTED RUCO TEST YEAR RUCO 
TEST YEAR TEST YEAR AS PROPOSED RUCO 

RUCO 

AS FILED ADJUSTMENTS ADJUSTED CHANGES RECOMMENDED 

REVENUES: 
Metered Water Sales 
Water Sales-Unmetered 
Other Operating Revenue 
Intentionally Leff Blank 
Total Operating Revenues 

$ 574,204 $ (41,806) $ 532,398 $ 206,070 $ 738,468 

4,990 4,990 4,990 

$ 579,194 $ (41,806) $ 537,388 $ 206,070 $ 743,458 

OPERA TlNG EXPENSES: 
Salaries and Wages 
Purchased Water 
Fuel & Power 
Fuel for Power Production 
Chemicals 
Waste Disposal 
Intercompany Support Services 
Corporate Allocation 
Outside Services 
Group Insurance 
Pensions 
Regulatory Expense 
Insurance Other Than Group 
Customer Accounting 
Rents 
General Office Expense 
Miscellaneous Expenses 
Maintenance Expense 
Depreciation and Amortization Expense 
General Taxes - Property Taxes 
General Taxes-Other 
Income Taxes 
Interest on Customer Deposits 
Total Operating Expenses 
Operating Income (Loss) 

References: 
Column (A): Company Schedule C-I 
Column (B): RUCO Schedule 18 
Column (C): Column (A) + Column (8) 
Column (D): RUCO Schedules 28 and 29 
Column (E): Column (C) + Column (D) 

$ 179,440 

33,324 

98,934 
81 1 
95 

34,814 
26,870 
37,821 

430 
7,261 

12,198 
20,561 

7,566 
28,204 

6,577 
38,435 

238,395 
30,506 
16,157 

(107,414) 

1,316 

(50,732) 

(14,197) 

(2,982) 

3,046 

(1 11,113) 
(2,821) 

65,124 

179,440 

34,640 

48,202 
81 1 

95 
20,617 
26,870 
37,821 

430 
4,279 

12,198 
23,607 
7,566 

28,204 
6,577 

38,435 
127,282 
27,685 
16,157 

(42,290) 

179,440 

34,640 

1,190 

3,506 

55,868 

48,202 
811 

95 
20,617 
26,870 
37,821 

430 
4,279 

12.198 
24,797 

7,566 
28,204 
6,577 

38,435 
127,282 
31,191 
16,157 
13,578 

$ 710,987 $ (112,359) $ 598,626 $ 60,565 $ 659,191 
$ (131,793) $ 70,553 $ (61,238) $ 145,506 $ 84,268 



R 



EPCOR - Tubac Water District 
Docket No. WS-01303A-14-0010 
Test Year Ended: June 30,2013 

LINE 
NO. DESCRIPTION 

RUCO Surrebuttal Schedule 19 
Witness: Michlik 

COMPANY RUCO RUCO 
PROPOSED ADJUSTMENTS RECOMMENDED 

OPERATING INCOME ADJUSTMENT NO. 1 - ANNUALIZATIONS 

REFERENCES: 
Column [A]: Company Filing 
Column [B]: Testimony JMM 
Column [C]: Column [A] + Column [B] 



EPCOR - Tubac Water District 
Docket No. WS-01303A-14-0010 
Test Year Ended: June 30,2013 

LINE COMPANY RUCO 
NO. DESCRIPTION PROPOSED ADJUSTMENTS 

RUCO Surrebuttal Schedule 20 
Witness: Michlik 

RUCO’ 
RECOMMENDED 

OPERATING INCOME ADJUSTMENT NO. 2 - REVERSE DECLINING USAGE ADJUSTMENT 

3 Purchased Water 
4 
5 Fuel and Power 
6 
7 Chemicals 
8 

Amounts may not reflect other adjustments. 

REFERENCES: 
Column [A]: Company Filing 
Column [B]: Testimony JMM 
Column [C]: Column [A] + Column [B] 

!x - %  - %  

$ 33,324 $ 1,128 $ 34,452 

$ 98,934 $ 105 $ 99,039 



EPCOR - Tubac Water District 
Docket No. WS-01303A-I 4-001 0 
Test Year Ended: June 30,2013 

LINE 
NO. 

RUCO Surrebuttal Schedule 21 
Witness: Michlik 

COMPANY RUCO RUCO 
DESCRIPTION PROPOSED ADJUSTMENTS RECOMMENDED 

OPERATING INCOME ADJUSTMENT NO. 3 - NOT USED 

REFERENCES: 
Column [A]: Company Filing 
Column [B]: Testimony JMM 
Column [C]: Column [A] + Column [B] 



EPCOR - Tubac Water District 
Docket No. WS-01303A-14-0010 
Test Year Ended: June 30,2013 

RUCO Surrebuttal Schedule 22 
Witness: Michlik 

OPERATING INCOME ADJUSTMENT NO. 4 - REMOVE APS ESTIMATED POWER COSTS 

[AI PI [CI 
I LINE I I COMPANY I RUCO I RUCO I ~~~ 

I NO. I DESCRIPTION I PROPOSED I ADJUSTMENTS I RECOMMENDED I 
1 Fuel&Power $ 33,324 $ (13) $ 33,311 

Mohave Water District $ (128) 

Tubac Water District $ (13) 
Mohave Wastewater District $ (22) 

Paradise Valley Water District $ (41,231) 
Sun City Water District $ (53,302) 

Total $ (94,695) 

REFERENCES: 
Column [A]: Company Filing 
Column [B]: Testimony JMM 
Column [C]: Column [A] + Column [B] 



EPCOR - Tubac Water District 
Docket No. WS-01303A-14-0010 
Test Year Ended: June 30,2013 

LINE 
NO. 

RUCO Surrebuttal Schedule 23 
Witness: Michlik 

COMPANY RUCO RUCO 
DESCRIPTION PROPOSED ADJUSTMENTS RECOMMENDED 

OPERATING INCOME ADJUSTMENT NO. 5 - REMOVE ACRM SURCHARGE AND ACRM DEFERRED COSTS 

L 

3 Chemicals 
4 

REFERENCES: 
Column [A]: Company Filing 
Column [B]: Testimony JMM 
Column [C]: Column [A] + Column [B] 

$ 98,934 $ (50,856) $ 48,078 



EPCOR - Tubac Water District 
Docket No. WS-01303A-14-0010 
Test Year Ended: June 30,2013 

RUCO Surrebuttal Schedule 24 
Witness: Smith 

OPERATING INCOME ADJUSTMENT NO. 6 - CORPORATE ALLOCATION EXPENSE 

3 
4 Short-Term Incentive Plan (STIP) $ (9,192) 
5 Mid-Term Incentive Plan (MTIP) (3,313) 
6 IT Affiliated Charges Expenses -Account 5628 (87) 
7 Advertising, Promotions and Donations (2,388) 
8 Total $ (14,980) 

RUCOs Summary of Corporate Allocation Disallowances 

' Amounts may not reflect other adjustments. 

REFERENCES: 
Column [A]: Company Filing 
Column [B]: Testimony RAS 
Column [C]: Column [A] + Column [B] 



EPCOR - Tubac Water District 
Docket No. WS-01303A-14-0010 
Test Year Ended: June 30,2013 

LINE 
NO. 

RUCO Surrebuttal Schedule 25 
Witness: Michlik 

COMPANY RUCO RUCO 
DESCRIPTION PROPOSED ADJUSTMENTS RECOMMENDED 

OPERATING INCOME ADJUSTMENT NO. 7 -ADJUST RATE CASE EXPENSE 

Allocation 
Percentage 

Normalized 
over 3 Years 

Company RUCO 
Proposed Rate Recommended Rate 
Case Expense Case Expense 

Paradise Valley Water District 
Sun City Water District 
Tubac Water District 
Mohave Wastewater District 

25% $ 161,530 $ 80,765 $ 26,922 
40% $ 262,102 $ 131,051 $ 43,684 
3% $ 17,890 $ 8,945 $ 2,982 

5.027 30.160 !% 15.080 !% 5% $ . -  
Total 100% $ 650;OOO $ 3251000 $ 108,333 

REFERENCES: 
Column [A]: Company Filing 
Column [B]: Testimony JMM 
Column [C]: Column [A] + Column [B] 



EPCOR - Tubac Water District 
Docket No. WS-01303A-I 4-001 0 
Test Year Ended: June 30,2013 

LINE 
NO. 

OPERATING If 

COMPANY RUCO RUCO’ 
DESCRIPTION PROPOSED ADJUSTMENTS RECOMMENDED 

COME ADJl 

RUCO Surrebuttal Schedule 26 
Witness: Michlik 

STMENT NO. 8 - NOT JSED 

’ Amounts may not reflect other adjustments. 

REFERENCES: 
Column [A]: Company Filing 
Column [B]: Testimony JMM 
Column [C]: Column [A] + Column [B] 



EPCOR - Tubac Water District 
Docket No. WS-01303A-14-0010 
Test Year Ended: June 30,2013 

EPCOR 
LINE ACCT UPlS 
NO. NO. DESCRIPTION AS FILED 

RUCO Surrebuttal Schedule 27 
Witness: Michlik 

Page 1 of 3 

NonDepreciable RUCO DEPRECIATION 
or Fully Depreciated DEPRECIABLE PLANT DEPRECIATION DEPEXPENSE 

(Col C x Col D) PLANT (Col A - Col 6) RATE 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 
42 
43 
44 
45 
46 
47 
48 
49 
50 
51 
52 
53 
54 
55 
56 
57 
58 
59 
60 
61 
62 

301000 
302000 
303200 
303300 
303400 
303500 
303600 
304100 
304200 
304300 
304400 
304500 
304600 
304700 
305000 
307000 
309000 
310000 
311100 
311200 
311300 
311500 
3201 00 
330000 
330100 
331001 
331100 
331200 
331300 
331400 
333000 
334100 
334200 
335000 
339200 
339600 
340100 
340200 
340300 
341100 
341200 
341400 
342000 
343000 
344000 
345000 
346100 
346190 
304620 
306000 
308000 
320200 
334300 
346200 
339250 
340330 
341300 
347000 
346300 

Organization 
Franchises 
Land 8 Land Rights Supply 
Land 8 Land Rights Pumping 
Land 8 Land Rights WT 
Land 8 Land Rights T8D 
Land 8 Land Rights General 
Structures 8 Improvements Supply 
Structures 8 Improvements Pumping 
Structures 8 Improvements Treatment 
Structures 8 Improvements Trans 8 Dist 
Structures & Improvements General 
Structures 8 Improvements Offices 
Structures 8 Improvements Store,Shop.Gge 
Collect 8 Impounding 
Wells 8 Springs 
Supply Mains 
Power Production Equipment 
Other Power Production 
Pumping Equipment Electric 
Pumping Equipment Diesel 
Pumping Equipment Other 
Water Treatment Equipment Non-Media 
Distribution Reservoirs 8 Standpipes 
Elevated Tank 8 Standpipes 
TD Mains Not Classified by Size 
TD Mains 4in & Less 
TD Mains 6in to 8in 
TD Mains loin to 16in 
TD Mains 18in 8 Grtr 
Services 
Meters 
Meter Installations 
Hydrants 
Other PIE-Supply 
Other PIE-CPS 
Office Furniture 8 Equipment 
Computer & Periphal Equipment 
Computer Software 
Transportation Equip Light Duty Trucks 
Transportation Equip Heavy Duty Trucks 
Transportation Equipment Other 
Stores Equipment 
Tools,Shop,Garage Equipment 
Laboratory Equipment 
Power Operated Equipment 
Communication Equipment Non-Telephone 
Remote Control & Instrument 
Struct & Imp Leashold 
Lake, River 8 Other Intakes 
Infiltration Galleries 8 Tunne 
WT Equip Filter Media 
Meter Vaults 
Communication Equipment Telephone 
Other PIE SS 
Comp Software Other 
Transportation Equipment - Other 
Miscellaneous Equipment 
Communication Equipment Other 
Reconciling Item 

Total Direct UPlS - Sub-Total of UPlS 

$ 567 
2,030 

61,190 
50 
50 

422 
2,755 

25,292 
14,608 

302 
156 

498 
44,598 

236,074 

20,225 

284,424 
879 

403,824 
20,541 

210,840 

378,964 
886,119 
907,886 
37,161 

596,132 
165,866 
22,040 

135,653 

5,453 
1,336 

17,166 

0 
22,179 

1,932 

1,675,646 

659 

$ 567 
2,030 

61,190 
50 
50 

422 
2,755 

1,336 

17,166 

25,292 
14,608 

302 
156 

498 
44,598 

236,074 

20,225 

284,424 
879 

403,824 
20,541 

210,840 

378,964 
886,119 
907,886 
37,161 

596,132 
165,866 
22,040 

135,653 

5,453 
(0) 

0 
22,179 

1,932 

1,675,646 

659 

6,097,951 $ 6,183,518 $ 85,566 $ 

0.00% 
0.00% 
0.00% 
0.00% 
0.00% 
0.00% 
0.00% 
2.50% 
2.00% 
2.00% 
2.00% 
2.50% 
2.50% 
2.50% 
1.67% 
2.50% 
1.67% 
3.33% 
0.00% 
4.00% 
4.00% 
4.00% 
5.00% 
1.54% 
1.54% 
2.00% 
1.43% 
1.43% 
1.43% 
1.43% 
2.50% 
8.33% 
2.50% 
2.00% 
0.00% 
3.33% 
4.50% 
10.00% 
20.00% 
20.00% 
14.29% 
16.67% 
4.00% 
4.00% 
4.00% 
5.00% 
10.00% 
10.00% 
2.50% 
1.67% 
2.50% 
3.92% 
2.50% 
10.00% 
0.00% 
20.00% 
16.67% 
6.25% 
10.00% 

632 
292 

6 
3 

12 
1,115 

5,902 

674 

11,377 
35 

16,153 
1,027 
3,244 

7,579 
12,659 
12,970 

53 1 

14,903 
13,822 

551 
2,713 

245 
(0) 

0 
887 

193 

65,685 

66 

$ 173,278 



EPCOR - Tubac Water District 
Docket No. WS-01303A-14-0010 
Test Year Ended: June 30,2013 

LINE 
NO. 

RUCO Surrebuttal Schedule 27 
Witness: Michlik 

Page 2 of 3 

EPCOR NonDepreciable RUCO DEPRECIATION 
ACCT UPlS or Fully Depreciated DEPRECIABLE PLANT DEPRECIATION DEPEXPENSE 
NO. DESCRIPTION AS FILED PLANT (Col A - Col B) RATE (Col C x Col D) 

2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 

304500 
304620 
334100 
339600 
3401 00 
340200 
340300 
340330 
344000 
346100 
346190 
346200 
346300 
347000 

Structures 8 Improvements General 
Structures 8 Improvements Leasehold 
Meters 
Other P/E-CPS 
Office Furniture 8 Equipment 
Computer 8 Peripheral Equipment 
Computer Software 
Computer Software Other 
Laboratory Equipment 
Communication Equipment Non-Telephone 
Remote Control 8 Instrument 
Communication Equipment Telephone 
Communication Equipment Other 
Miscellaneous Equipment 
Reconciling Item 

Total Corp. Alloc. UPlS - Sub-Total of UPlS 

$ 361 $ 
74 
43 

1,350 
4,672 
3,028 

56 
24 
64 

688 
56 

197 
18 

1,506 

- $  361 
74 
43 

1,350 
4,672 
3,028 

56 
24 
64 

688 
56 

197 
18 

1,506 

2.50% 
2.50% 
8.33% 
3.33% 
4.50% 
10.00% 
20.00% 
20.00% 
4.00% 
10.00% 
10.00% 
10.00% 
10.00% 
6.25% 

$ 9 
2 
4 

45 
210 
303 

11 
5 
3 

69 
6 

20 
2 

94 

$ 12,137 $ - $  12,137 $ 781 

$ - $  2.00% 
4.00% 
3.33% 
4.00% 
4.00% 
4.00% 
4.00% 
1.43% 
8.33% 
2.00% 
8.33% 
2.50% 
2.00% 
4.00% 
2.00% 
8.33% 
2.50% 
2.00% 
4.00% 
8.33% 
8.33% 

20 Post Test Year Direct Plant: 
21 331001 Tubac water - Valves Replace 
22 31 1200 Tubac - Well 3 
23 339600 Tubac water - GIS Map Books 
24 311200 Tubac water - Rebuild motor Well 3 
25 31 1200 Tubac water -Well 5 
26 31 1200 Tubac -Well 3 
27 
28 331200 Main Breaks 
29 334100 Meters replaced 
30 333000 Services replaced 
31 31 1200 Plant Facilities 8 Equip AZ 
32 331001 Valves Replace - Tubac 
33 335000 Hydrants Replace - Tubac 
34 343000 Tools 8 Equipment - Tubac 
35 335000 Hydrants replaced 
36 334100 Meters replaced 
37 333000 Services replaced 
38 331001 Valves replaced 
39 31 1200 Plant Facilities 8 Equip AZ 
40 334100 RPNB PFE Rep1 8 Well Meter 
41 334100 PFE Rep1 8" Well Meter 
42 
43 
44 
45 Post Test Year Allocated CorDorate Plant: 
46 340300 EMS Webviewer-ArcGIS 

31 1200 Tubac water - Palo Parado WP 8 BS 

Total Post Test Year Plant $ - $  - $  

$ - $  - $  20.00% 
20.00% 
20.00% 
2.50% 
10.00% 
2.50% 
2.50% 
4.00% 
10.00% 
10.00% 
10.00% 
20.00% 
20.00% 
20.00% 
20.00% 
8.33% 

47 
48 
49 
50 
51 
52 
53 
54 
55 
56 
57 
58 
59 
60 
61 

340300 
340300 
304600 
340200 
340300 
304600 
343000 
346200 
340200 
340200 
341400 
304620 
304600 
343000 
343000 

GIS Data Model Conversion 
Project GPS Software 
AZ Corp - Phx Office Improvements 
AZ IT Hardware 
AZ IT Software 
Office 8 Ops Center - Central Shared 
Tools 8 Equip - Central Shared 
Video Conferencing Solution 
Laptops 
Servers 
Vehicles 
Office 8 Ops Center - Phx Office 
Office 8 Ops Center -Central Div 
Plant Facilities 8 Equip - AZ shared 
Tools 8 Equipment - AZ shared 



EPCOR - Tubac Water District 
Docket No. WS-01303A-14-0010 
Test Year Ended: June 30,2013 

LINE 

RUCO Surrebuttal Schedule 27 
Witness: Michlik 

Page 3 of 3 

EPCOR NonDepreciable RUCO DEPRECIATION 
ACCT UPIS or Fully Depreciated DEPRECIABLE PLANT DEPRECIATION DEPEXPENSE 

OPERATING INCOME ADJUSTMENT NO. 9 - DEPRECIATION EXPENSE ON TEST YEAR UTILITY PLANT IN SERVICE ("UPIS") 

RATE 

I ,  [A] 

NO. NO. DESCRIPTION AS FILED PLANT 

2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 
42 
43 
44 
45 
46 
47 
48 
49 
50 
51 
52 
53 

(Col A - Col B) 
- L.3"70 

- 16.67% 
- 4.00% 
- 10.00% 
- 10.00% 

341400 
346100 Security - Central Div 
346100 Security - Eastern Div 
340300 
340300 GIS Uwraded Enhancements - AZ .^ 

New Valve Truck for Eastern Division 

Business Systems Upgrade - AZ 
. -  

340300 Engineering CMMS - AZ 
340300 
340200 Network Redundancy - AZ 

Engineering Project Management - AZ 

- lU.UU"/O 
- 16.67% 
- 20.00% 
- m nnw 
~ L".""," 

340200 Laptops - AZ . mnnor 
340200 Monitors - AZ 

g479005 

- L"."V,O 

- 20.00% 
Q 110, ".a0 10 

340300 ArcGlS Implementation CA - 2.50% 
340300 Water USA Win7 Office2012 - CA - 20.00% 
340300 ESRl Project (GIS) - 20.00% 
340300 Water USA Win7 Office2012 - US - 20.00% 
340300 SAMSWater 8 Waste - 20.00% 
340300 AZ IT Software 

$ - $  - $  Total Post Test Year Allocated Corporate Plant 

Total Plant $ 6,195,654 $ 85,566 $ 6,110,088 

Composite Depreciation Rate: 
Contributions in Aid of Construction ("CIAC): 
Amortization of CIAC: 

Depreciation Expense before Amortization of CIAC: 
Less Amortization of CIAC: 

Test Year Depreciation Expense - RUCO 

Test Year Depreciation Expense - Company 

Test Year Adjustment to Depreciation Expense 

RUCOs Removal of 24 month AFUDC Amortization Depreciation Expense 

Amortization of Regulatory Asset Over 5 Years 
Deferred ACRM OBM Charges 

Remove Amortization of Regulatory Asset 

Amortization of Regulatory Liability Over 5 Years 
Direct Plant 
Corporate Plant 
Total 

Total RUCO Adjustments (lines 160+162+167+172) 

Company Depreciation 

RUCOs Adjustmented Depreciation Expense 

References: 
Column [A]: RUCO Schedule 4 
Column [B]: From Column [A] 
Column [Cl: Column [A] - Column [B] 
Column ID]: Staffs Typical Engineering Depreciation Rates 
Column [E]: Column [C] x Column [D] 

$0 

$53,3 14 
$16,673 

$ 

$ 174,059 

$ 174,059 
32,781 

$ 141,279 

$ 186,289 

$ (45,010) 

$ (965) 

$ 

$ (51,140) 

$ (10,66285) 

$ (13,997) 
$ 3,334.59 

$ (1 11,113) 

$ 238,395 

$ 127,282 



EPCOR - Tubac Water District 
Docket No. WS-01303A-14-0010 
Test Year Ended: June 30,2013 

NO. 

RUCO Surrebuttal Schedule 28 
Witness: Michlik 

Property Tax Calculation AS ADJUSTED RECOMMENDED 

OPERATING INCOME ADJUSTMENT NO. 10 - PROPERTY TAX EXPENSE 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 

RUCO Adjusted Test Year Revenues 
Weight Factor 
Subtotal (Line 1 * Line 2) 
RUCO Recommended Revenue, Per Schedule JMM-1 
Subtotal (Line 4 + Line 5) 
Number of Years 
Three Year Average (Line 5 / Line 6) 
Department of Revenue Mutilplier 
Revenue Base Value (Line 7 * Line 8) 
Plus: 10% of CWlP - 
Less: Net Book Value of Licensed Vehicles 
Full Cash Value (Line 9 + Line 10 - Line 11) 
Assessment Ratio 
Assessment Value (Line 12 * Line 13) 
Composite Property Tax Rate (Per Company Schedule) 

RUCO Test Year Adjusted Property Tax (Line 14 * Line 15) 
Company Proposed Property Tax 

RUCO Test Year Adjustment (Line 16-Line 17) 
Property Tax - RUCO Recommended Revenue (Line 14 * Line 15) 
RUCO Test Year Adjusted Property Tax Expense (Line 16) 
Increase in Property Tax Expense Due to Increase in Revenue Requirement 

Increase to Property Tax Expense 
Increase in Revenue Requirement 
Increase to Property Tax per Dollar Increase in Revenue (LinelSILine 20) 

$ 537,388 $ 537,388 
2 2 

1,074,777 $ 1,074,777 
537,388 $ 743,458 

1,612,165 1,818,235 
3 3 

537,388 $ 606,078 
2 2 

1,074,777 $ 1,212,157 
9,880 9,880 

1,084,657 $ 1,222,037 
18.1% 18.1% 

196,139 $ 220,981 
14.1 148% 

$ 

14.1 148% 

$ 27,685 
30,506 

$ 

$ (2,821) 
$ 31,191 
$ 27,685 
$ 3,506 

$ 3,506 
206,070 

1.701 582% 

REFERENCES: 
Column [A]: Company Filing 
Column [B]: Testimony JMM 



EPCOR - Tubac Water District 
Docket No. WS-01303A-14-0010 
Test Year Ended: June 30,2013 

RUCO Surrebuttal Schedule 29 
Witness: Michlik 

OPERATING INCOME ADJUSTMENT NO. 11 - TEST YEAR INCOME TAXES 

LINE 
NO. DESCRIPTION 

1 
2 
3 
4 Calculation of Income Tax: 
5 Revenue (Schedule JMM-1) 
6 Operating Expenses Excluding Income Taxes 
7 Synchronized Interest 
8 Arizona Taxable Income 

Test Year 
$ 537,388 
$ 640,917 
$ 34,869 
$ (138,398) 

9 Arizona State Income Tax Rate 6.0000% 
10 Arizona Income Tax 
11 Federal Taxable Income 
12 Federal Tax on First Income Bracket ($1 - $50,000) @ 15% $ (7,500) 
13 Federal Tax on Second Income Bracket ($51,001 - $75,000) @ 25% $ (6,250) 
14 Federal Tax on Third Income Bracket ($75,001 - $100,000) @ 34% $ (8,500) 
15 Federal Tax on Fourth income Bracket ($100,001 - $335,000) @ 39% $ (1 1,737) 
16 Federal Tax on Fifth Income Bracket ($335,001 -$I  0,000,000) @ 34% $ - 
17 Total Federal Income Tax $ (33,987) 
18 Combined Federal and State Income Tax $ (42,290) 
19 
20 
2 1 Calculation of Interest Synchronization: 
22 Rate Base (RUCO Schedule 4) $ 1,383,708 
23 Weighted Average Cost of Debt 2.52% 
24 Synchronized Interest $ 34,869 
25 
26 
27 Income Tax - Per RUCO $ (42,290) 
28 
29 

$ (8,304) 
$ (1 30,094) 

Income Tax - Per Company $ (1 07,414) 
RUCO Adjustment $ 6 5 1  24 



EPCOR - Tubac Water District 
Docket No. WS-01303A-14-0010 
Test Year Ended: June 30,2013 

RUCO Surrebuttal Schedule 30 
Witness: Michlik 

OPERATING INCOME ADJUSTMENT NO. 12 - SURREBUTTAL ADJUSTMENTS 

I NO. I DESCRIPTION I PROPOSED I ADJUSTMENTS I RECOMMENDED I 
1 Metered Water Sales $ - $  - $  

Corporate Allocation $ 34,814 $ 783 $ 35,597 

RUCO’s Adjustment to Surrebuttal Direct Surrebuttal Adjustment 
Short-Term Incentive Plan (STIP) $ (9,192) $ (9,192) $ 
Mid-Term Incentive Plan (MTIP) $ (3,313) $ (1,894) $ 1,419 
IT Affiliated Charges Expenses - Account 5628 $ (87) $ (87) $ 
Advertising, Promotions and Donations $ (2,388) $ (2,355) $ 33 
Confidential Information $ - $  (669) $ (669) 
Total $ (14,980) $ (14,197) $ 783 

’ Amounts may not reflect other adjustments. 

REFERENCES: 
Column [A]: Company Filing 
Column [B]: Testimony JMM 
Column [C]: Column [A] + Column [B] 



EPCOR - Tubac Water District 
Docket No. WS-O1303A-14-0010 
Test Year Ended June 30,2013 Rate Design 

Monthly Usage Charge Present 

Meter Size (All Classes): 
5/8x3/4 Inch - Residential Low Income 
5/8x3/4 Inch 
3/4 Inch 
1 Inch 
1 112 Inch 
2 Inch 
3 Inch 
4 Inch 
6 Inch 
8 Inch 
10 Inch 
12 Inch 

N/l 
$ 24.700( 

24.700( 
74.100( 

144.380( 
230.530( 
461 .OOO[ 
722.000( 

1,440.000( 
2,305.000( 
3,220.000( 
6,208.000( 

Commodity Charge - Per 1,000 Gallons 

5/8x3/4 and 3/4" Meter (Residential) 
First 3,000 gallons 
3,001 to 10,000 gallons 
10,001 to 20,000 gallons 
Over 20,000 gallons 

5/8x3/4 and 3/4" Meter (Commercial) 
First 20,000 gallons 
Over 20,000 gallons 

1" Meter (Residential, Commercial) 
First 35,000 gallons 
Over 35,000 gallons 

1.5" Meter (Residential. Commercial) 
First 85,000 gallons 
Over 85,000 gallons 

2" Meter (Residential, Commercial) 
First 150,000 gallons 
Over 150,000 gallons 

3" Meter (Residential. Commercial) 
First 175,000 gallons 
Over 175,000 gallons 

4" Meter (Residential. Commercial) 
First 250,000 gallons 
Over 250,000 gallons 

6" Meter (Residential, Commercial) 
First 350,000 gallons 
Over 350,000 gallons 

8" Meter (Residential, Commercial) 
First 900,000 gallons 
Over 900,000 gallons 

IO" Meter (Residential. Commercial) 
First 1,500,000 gallons 
Over 1,500,000 gallons 

12" Meter (Residential, Commercial) 
First 2,250,000 gallons 
Over 2,250,000 gallons 

$ 1.900( 
3.000( 
4.000( 
6.000( 

4.000( 
6.000C 

4.000C 
6.000C 

4.000C 
6.000C 

4.000C 
6.000C 

4.000C 
6.000C 

4.000C 
6.0000 

4.0000 
6.0000 

4.0000 
6.0000 

4.0000 
6.0000 

4.0000 
6.0000 

Company. 
Proposed Rates 

$ 28.943: 
48.2391 
48.2391 

120.597E 
241.1955 
385.9128 
771.8256 

1,205,977: 
2,411.955C 
3,859.1280 
5,547,496: 

10,371.4065 

$ 5.3300 
6.8300 
8.1800 
9.3800 

7.6800 
9.3800 

7.6800 
9.3800 

7.6800 
9.3800 

7.6800 
9.3800 

7.6800 
9.3800 

7.6800 
9.3800 

7.6800 
9.3800 

7.6800 
9.3800 

7.6800 
9.3800 

7.6800 
9.3800 

RUCO Surrebuttal Schedule 31 
Witness: Michlik 

Page 1 of 1 

RUCO 
Recommended Rates 

$ 19.0500 
31.7500 
31.7500 
79.3800 

158.7500 
2 5 4.0 0 0 0 
508.0000 
793.7500 

1,587.5000 
2,540.0000 
3,651.2500 
6,826.2500 

$ 3.3700 
4.7600 
6.3000 
8.7000 

6.3000 
8.7000 

6.3000 
8.7000 

6.3000 
8.7000 

6.3000 
8.7000 

6.3000 
8.7000 

6.3000 
8.7000 

6.3000 
8.7000 

6.3000 
8.7000 

6.3000 
8.7000 

6.3000 
8.7000 



EPCOR - Tubac Water District 
Docket No. WS-O1303A-14-0010 
Test Year Ended June 30,2013 

RUCO Surrebuttal Schedule 32 
Witness: Michlik 

Typical Bill Analysis Without ACRM 
General Service 5/8 x 314-lnch Meter 

Present Proposed Dollar Percent 
Company Proposed Gallons Rates Rates Increase Increase 

Average Usage 8,348 $ 46.44 $ 100.76 $ 54.31 116.94% 

Median Usage 5,000 36.40 77.89 $ 41.49 113.98% 

RUCO Recommended 

Average Usage 8,348 $ 46.44 $ 67.32 $ 20.87 44.94% 

Median Usage 5,000 36.40 51.38 $ 14.98 41.15% 

Present & Proposed Rates (Without Taxes) 
General Service 5/8 x 3/4-lnch Meter 

Gallons Present 
Company RUCO 
Proposed YO Recommended % 

1,000 
2,000 
3,000 
4,000 
5,000 
6,000 
7,000 
8,000 
9,000 

10,000 
11,000 
12,000 
13,000 
14,000 
15,000 
16,000 
17,000 
18,000 
19,000 
20,000 
25,000 
30,000 
35,000 
40,000 
45,000 
50,000 
75,000 

100,000 

Consumption Rates Rates Increase Rates Increase 
$ 24.70 $ 48.24 95.30% $ 31.75 28.54% 

26.60 53.57 101.39% $ 35.12 32.03% 
28.50 
30.40 
33.40 
36.40 
39.40 
42.40 
45.40 
48.40 
51.40 
55.40 
59.40 
63.40 
67.40 
71.40 
75.40 
79.40 
83.40 
87.40 
91.40 

121.40 
151.40 
181.40 
211.40 
241.40 
271.40 
421.40 
571.40 

58.90 
64.23 
71.06 
77.89 
84.72 
91.55 
98.38 

105.21 
112.04 
120.22 
128.40 
136.58 
144.76 
152.94 
161.12 
169.30 
177.48 
185.66 
193.84 
240.74 
287.64 
334.54 
381.44 
428.34 
475.24 
709.74 
944.24 

106.66% $ 
111.28% $ 
112.75% $ 
113.98% $ 
115.02% $ 
115.92% $ 
116.69% $ 
117.37% $ 
117.97% $ 
117.00% $ 
116.16% $ 
115.42% $ 
114.78% $ 

113.69% $ 
113.22% $ 
112.80% $ 
112.42% $ 
112.08% $ 
98.30% $ 
89.99% $ 
84.42% $ 
80.43% $ 
77.44% $ 
75.11% $ 
68.42% $ 
65.25% $ 

114.20% $ 

38.49 
41.86 
46.62 
51.38 
56.14 
60.90 
65.66 
70.42 
75.18 
81.48 
87.78 
94.08 

100.38 
106.68 
112.98 
119.28 
125.58 
131.88 
138.18 
181.68 
225.18 
268.68 
312.18 
355.68 
399.18 
616.68 
834.18 

35.05% 
37.70% 
39.58% 
41.15% 
42.49% 
43.63% 
44.63% 
45.50% 
46.26% 
47.08% 
47.78% 
48.39% 
48.93% 
49.41% 
49.84% 
50.23% 
50.58% 
50.89% 
51.18% 
49.65% 
48.73% 
48.11% 
47.67% 
47.34% 
47.08% 
46.34% 
45.99% 



EPCOR - Tubac Water District 
Docket No. WS-01303A-14-0010 
Test Year Ended June 30,2013 

RUCO Surrebuttal Schedule 33 
Witness: Michlik 

Typical Bill Analysis With ACRM 
General Service 5/8 x 3/4-lnch Meter 

Percent 
Company Proposed Gallons Rates Rates Increase Increase 

Average Usage 8,348 $ 53.57 $ 100.76 $ 47.18 88.08% 

Median Usage 5,000 42.1 0 77.89 $ 35.79 85.03% 

Present Proposed Dollar 

RUCO Recommended 

Average Usage 8,348 $ 53.57 $ 67.32 $ 13.75 25.66% 

Median Usage 5,000 42.10 51.38 $ 9.28 22.05% 

Present & Proposed Rates (Without Taxes) 
General Service 5/8 x 3/4-lnch Meter 

Gallons Present 
Consumption 

1,000 
2,000 
3,000 
4,000 
5,000 
6,000 
7,000 
8,000 
9,000 

10,000 
11,000 
12,000 
13,000 
14,000 
15,000 
16,000 
17,000 
18,000 
19,000 
20,000 
25,000 
30,000 
35,000 
40,000 
45,000 
50,000 
75,000 

100,000 

Rates 
28.26 
30.59 
32.91 
35.24 
38.67 
42.10 
45.52 
48.95 
52.38 
55.81 
59.23 
63.66 
68.09 
72.51 
76.94 
81.37 
85.80 
90.22 
94.65 
99.08 

103.51 
135.64 
167.78 
199.92 
232.05 
264.19 
296.33 
457.01 
617.69 

Rates 
48.24 
53.57 
58.90 
64.23 
71.06 
77.89 
84.72 
91.55 
98.38 

105.21 
112.04 
120.22 
128.40 
136.58 
144.76 
152.94 
161.12 
169.30 
177.48 
185.66 
193.84 
240.74 
287.64 
334.54 
381.44 
428.34 
475.24 
709.74 
944.24 

Increase 
70.70% $ 
75.14% $ 
78.95% $ 
82.25% $ 
83.76% $ 
85.03% $ 
86.10% $ 
87.02% $ 
87.82% $ 

89.15% $ 
88.84% $ 
88.58% $ 
88.35% $ 
88.14% $ 
87.96% $ 
87.79% $ 
87.64% $ 

87.39% $ 
87.27% $ 
77.48% $ 
71.44% $ 
67.34% $ 
64.38% $ 
62.13% $ 
60.38% $ 
55.30% $ 
52.87% $ 

88.53% $ 

87.51% $ 

Rates 
31.75 
35.12 
38.49 
41.86 
46.62 
51.38 
56.14 
60.90 
65.66 
70.42 
75.18 
81.48 
87.78 
94.08 

100.38 
106.68 
112.98 
1 19.28 
125.58 
131.88 
138.18 
181.68 
225.18 
268.68 
312.18 
355.68 
399.1 8 
616.68 
834.1 8 

Increase 
12.35% 
14.82% 
16.94% 
18.78% 
20.56% 
22.05% 
23.32% 
24.41 % 

26.19% 
26.92% 
27.99% 
28.92% 
29.74% 
30.46% 
31.11% 
31.68% 
32.20% 
32.68% 
33.1 1 % 
33.50% 
33.94% 
34.21% 
34.40% 
34.53% 
34.63% 
34.71 % 
34.94% 
35.05% 

25.36% 



EPCOR - Mohave Wastewater District 
Docket No. WS-O1303A-14-0010 
Test Year Ended: June 30,2013 

SCH# 

RUCO-1 
RUCO-2 
RUCO-3 
RUCO-4 
RUCO-5 
RUCO-6 
RUCOJ 
RUCO-8 
RUCO-9 
RUCO-10 
RUCO-11 
RUCO-I2 
RUCO-13 
RUCO-14 
RUCO-15 
RUCO-16 
RUCO-17 
RUCO-18 
RUCO-19 
RUCO-20 
RUCO-21 
RUCO-22 
RUCO-23 
RUCO-24 
RUCO-25 
RUCO-26 
RUCO-27 
RUCO-28 
RUCO-29 
RUCO-30 
RUCO-31 
RUCO-32 
RUCO-33 

TABLE OF CONTENTS TO SURREBUTTAL SCHEDULES 

REVENUE REQUIREMENT 
GROSS REVENUE CONVERSION FACTOR 

SUMMARY OF ORIGINAL COST RATE BASE ADJUSTMENTS 
RATE BASE - ORIGINAL COSTS 

ORIGINAL COST RATE BASE ADJUSTMENT # 1 - NOT USED 
ORIGINAL COST RATE BASE ADJUSTMENT # 2 - DIRECT UTILITY PLANTACC. DEP. ADJUSTMENTS 
ORIGINAL COST RATE BASE ADJUSTMENT # 3 - NOT USED 
ORIGINAL COST RATE BASE ADJUSTMENT # 4 - AZ CORPORATE PLANT ACC. DEP. ADJUSTMENTS 
ORIGINAL COST RATE BASE ADJUSTMENT # 5 - POST-TEST YEAR ADJUSTMENTS 
ORIGINAL COST RATE BASE ADJUSTMENT # 6 - NOT USED 
ORIGINAL COST RATE BASE ADJUSTMENT # 7 - REGULAOTRY LIABILITY - OVER COLLECTION OF DEP. CORPORATE PLANT 
ORIGINAL COST RATE BASE ADJUSTMENT # 8 - REVERSE UNEXPENDED ClAC ADJUSTMENT 
ORIGINAL COST RATE BASE ADJUSTMENT # 9 - REVERSE 24 MONTHS OF AFUDC 
ORIGINAL COST RATE BASE ADJUSTMENT # 10 - CASH WORKING CAPITAL 
ORIGINAL COST RATE BASE ADJUSTMENT # 11 - NOT USED 
ORIGINAL COST RATE BASE ADJUSTMENT# 12 - SURREBUTTALADJUSTMENTS 
OPERATING INCOME STATEMENT - ADJUSTED TEST YEAR AND RUCO RECOMMENDED 
SUMMARY OF OPERTING INCOME STATEMENT ADJUSTMENTS - TEST YEAR 
OPERATING INCOME ADJUSTMENT # 1 - NOT USED 
OPERATING INCOME ADJUSTMENT # 2 - NOT USED 
OPERATING INCOME ADJUSTMENT# 3 - NOT USED 
OPERATING INCOME ADJUSTMENT # 4 - REMOVE APS ESTIMATED POWER COSTS 
OPERATING INCOME ADJUSTMENT # 5 - REMOVE ACRM DEFERRED O&M COSTS 
OPERATING INCOME ADJUSTMENT # 6 - CORPORATE ALLOCATIONS 
OPERATING INCOME ADJUSTMENT # 7 - RATE CASE EXPENSE 
OPERATING INCOME ADJUSTMENT# 8 - NOT USED 
OPERATING INCOME ADJUSTMENT # 9 - DEPRECIATION EXPENSE 
OPERATING INCOME ADJUSTMENT # 10 - PROPERTY TAX EXPENSE 
OPERATING INCOME ADJUSTMENT # 11 - TEST YEAR INCOME TAXES 
OPERATING INCOME ADJUSTMENT # 12 - SURREBUTTAL ADJUSTMENTS 
RATE DESIGN 
TYPICAL BILL 
NOT USED 



EPCOR - Mohave Wastewater District 
Docket No. WS-01303A-14-0010 
Test Year Ended: June 30,2013 

LINE 
- NO. DESCRIPTION 

REVENUE REQUIREMENT 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

Adjusted Rate Base 

Adjusted Operating Income (Loss) 

Current Rate of Return (L2 / L1) 

Required Rate of Return 

Required Operating Income (L4 * L1) 

Operating Income Deficiency (L5 - L2) 

Gross Revenue Conversion Factor 

Required Revenue Increase (L7 * L6) 

Adjusted Test Year Revenue 

Proposed Annual Revenue (L8 + L9) 

Required Increase in Revenue (%) 

[AI 
COMPANY 

FA1 R 
VALUE 

5,305,082 

90,799 

1.71% 

6.87% 

364,45 9 

273,660 

1.6577 

453,638 

1,055,839 

1,509,477 

42.96% 

[BI 
RUCO 
FA1 R 

VALUE 

$ 4,467,898 

$ 1 13,304 

2.54% 

6.09% 

$ 272,095 

$ 158,791 

1.5975 

t s  253.663 1 

$ 1,055,839 

$ 1,309,502 

24.02% 

References: 
Column (A): Company Schedule A-I 
Column (B): RUCO Schedules 3 and 13 



EPCOR - Mohave Wastewater District 
Docket No. WS41303A-ICWIO 
Test Year Ended: June 30,2013 

RUCO Surrebuttal Schedule 2 
Witness: Michlik 

LINE 
- NO. 

GROSS REVENUE CONVERSION FACTOR 

DESCRIPTION 

Calculation of Gross Revenue Conversion Factor: 
1 Revenue 
2 Uncollecible Factor (Line 11) 
3 Revenues (L1 - L2) 
4 Combined Federal and State Income Tax and Property Tax Rate (Line 23) 
5 Subtotal (L3 - L4) 
6 Revenue Conversion Factor (L1 I L5) 

Calculation of Uncollecttible Factor 
7 Unity 
8 Combined Federal and State Tax Rate (Line 23) 
9 One Minus Combined Income Tax Rate (L7 - L8 ) 
10 Uncollectible Rate 
11 Uncollectible Factor (L9 * L10 ) 

Calculation of Effective Tax Rate: 
12 Operating Income Before Taxes (Arizona Taxable Income) 
13 Arizona State Income Tax Rate 
14 Federal Taxable Income (L12 - L13) 
15 Applicable Federal lnwme Tax Rate (Line 55) 
16 Effective Federal Income Tax Rate (L14 x L15) 
17 Combined Federal and State Income Tax Rate (L13 +L16) 

Calculation of Effective Prone& Tax Factor 
18 Unity 
19 Combined Federal and State Income Tax Rate (L17) 
20 One Minus Combined Income Tax Rate (L18-Ll9) 
21 Property Tax Factor 
22 Effective Property Tax Factor (L20*L21) 
23 Combined Federal and State Income Tax and Property Tax Rate (L17+L22) 

24 Required Operating Income 
25 AdjustedTest Year Operating Income (Loss) 
26 Required Increase in Operating Income (L24 - L25) 

27 Income Taxes on Recommended Revenue (Col. [E], L52) 
28 IncOme Taxes on Test Year Revenue (Col. [B]. L52) 
29 Required Increase in Revenue to Provide for Income Taxes (L27 - L28) 

30 Recommended Revenue Requirement 
31 Uncollectible Rate (Line 10) 
32 Uncolllectible Expense on Recommended Revenue (L3OOL31) 
33 Adjusted Test Year Uncollectible Expense 
34 Required Increase in Revenue to Provide for Uncollectible Exp. (L32-L33) 

35 Property Tax with Recommended Revenue 
36 Property Tax on Test Year Revenue 
37 Increase in Property Tax Due to Increase in Revenue (L35-L36) 
38 Total Required Increase in Revenue (L26 + L29 + L34 + L37) 

Calculation of lncome Tax: 
39 Revenue 
40 Operating Expenses Excluding Income Taxes 
41 Synchronized Interest (L56) 
42 Arizona Taxable Income (L39 - L40 - L41) 
43 Arizona State Income Tax Rate 
44 
45 
46 
47 
48 
49 
50 
51 
52 

53 

54 
55 
56 

Arizona Income Tax (L42 x L43) 
Federal Taxable Income (L42 - L44) 
Federal Tax on First Income Bracket ($1 - $50,000) Q 15% 
Federal Tax on Second Income Bracket ($51,001 - $75,000) Q 25% 
Federal Tax on Third Income Bracket ($75,001 - $100,000) Q 34% 
Federal Tax on Fourth Income Bracket ($100,001 - $335,000) Q 39% 
Federal Tax on Fiflh Income Bracket ($335,001 -$lO,OOO.OOO) Q 34% 
Total Federal Income Tax 
Combined Federal and State Income Tax (L44 + L51) 

100.0000% 
0.3625% 

99.6375% 
37.0382% 
62.5993% 
1.597463 

100.0000% 
35.9889% 

PI 

100.0000% 
6.0000% 

94.0000% 
31.9031% 
29.9889% 

35.9889% 

100.0000% 
35.9889% 
64.01 11% 

ID1 

$ 272,095 
11 3,304 

$ 158,791 

$ 89,457 
179 

89.277 

$ 253,663 
0.5663% 

$ 1.436 
$ 

1,436 

$ 56,609 
52,451 

4,158 
$ 253,663 

Test RUCO 
Year Recommended 

$ 1,055,839 $ 253,663 $ 1,309,502 
$ 942,356 $ 947,951 
$ 112,591 $ 112,591 
$ 892 $ 248,961 

6.0000% 
$ 54 
$ 838 
$ 126 
$ 
$ 
$ 
$ 
$ 126 
$ 179 

Calculation of lnterest Svnchronization: 
Rate Base 
Weighted Average Cost of Debt 
Synchronized Interest 

$ 4,467,898 

$ 112,591 
2.5200% 

$ 14,938 
$ 234.023 
$ 7;500 
$ 6,250 
$ 8,500 
$ 52,269 
s 
$ 74,519 
$ 89,457 

31.9031% 



EPCOR - Mohave Wastewater District 
Docket No. WS-O1303A-14-0010 
Test Year Ended: June 30,2013 

RATE BASE - ORIGINAL COST 

RUCO Surrebuttal Schedule 3 
Witness: Coley 

LINE 
- NO. 

1 Plant in Service 
2 Less: Accumulated Depreciation 
3 Net Plant in Service 

LESS: 

4 
5 Less: Accumulated Amortization 
6 Net CIAC 

Contributions in Aid of Construction (CIAC) 

[AI 
COMPANY 

AS w 
$ 8,866,427 

693,460 
$ 8,172,966 

$ 1,242,320 
307,248 

$ 935,072 

7 Advances in Aid of Construction (AIAC) $ 1,916,421 

8 Customer Meter Deposits 
9 Customer Deposits 
10 Deferred Income Taxes & Credits 

5 

62,236 

11 Regulatory Liability - Over-Collected Depreciation Expense 
12 Less: Amortization of Reg. Liab. - Over-Collection of Depre. Exp. 
13 Net Regulatory Liability for Over-Collection of Depre. Exp. $ 

ADD: 

14 Deferred Debits $ 28,717 

15 Working Capital Allowance 
16 Reconciling Item 

17 Original Cost Rate Base 

17,134 

$ 5,305,082 

[BI [CI 
RUCO 

RUCO AS 
ADJUSTMENTS ADJUSTED 

$ (102,622) $ 8,763,804 
408,778 1,102,239 

$ (511,401) $ 7,661,566 

$ 227,674 

$ 227,674 

$ 1,469,994 
307,248 

$ 1,162,746 

26.995 

39,449 
7,890 

$ 31,559 

$ 1,916,421 

5 

89,231 

39.449 
7,890 

$ 31,559 

$ (28,717) $ 

(1 0,839) 6,295 
(1 1 (1) 

$ (837,184) $ 4,467,898 

References: 
Column [A]: Company as Filed 
Column [B]: Schedule TJC-4 
Column (C): Column (A) + Column (B) 
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EPCOR - Mohave Wastewater District 
Docket No. WS-O1303A-14-0010 
Test Year Ended: June 30,2013 

LINE ACCT COMPANY RUCO 
NO. NO. DESCRIPTION PROPOSED ADJUSTMENTS 

RUCO Surrebuttal Schedule 9 
Witness: Radigan 

RUCO’ 
RECOMMENDED 

RATE BASE ADJUSTMENT NO. 5 - POST-TEST YEAR PLANT AND ACCUMULATED DEPRECIATION 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 

14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 

41 
42 
43 
44 
45 
46 

47 

48 

393000 
380000 
389600 
361100 
371200 
393000 
380000 
371200 
371100 
391000 
380000 
380000 

Mohave ww - Tools & Equip 
Mohave ww - Wishing Well Treatment Plant 
Mohave ww - GIS Map Books 
Mohave ww - Wishing Well Effluent Line 
Manholes replaced 
Tools & Equip 
Plant Facilities & Equip AZ 
Plant Facilities & Equip AZ 
Plant Facilities & Equip AZ 
Plant Facilities & Equip AZ 
Plant Facilities & Equip AZ 
RPNB Removal of Los Lagos Lift Station & Installation 

Post Test Year 7A Allocated Corporate Plant: 
340300 EMS Webviewer-ArcGIS 
340300 
340300 
304620 
340200 
340300 
304600 
343000 
346200 
340200 
340200 
341400 
304620 
304600 
343000 
343000 
34 1400 
346100 
3461 00 
341400 
340300 
340300 
340300 
340300 
340200 
340200 
340200 

GIS Data Model Conversion 
Project GPS Software 
AZ Corp - Phx Office Improvements 
AZ IT Hardware 
AZ IT Software 
Office & Ops Center - Central Shared 
Tools & Equip - Central Shared 
Video Conferencing Solution 
Laptops 
Servers 
Vehicles 
Office & Ops Center - Phx Office 
Office & Ops Center - Central Div 
Plant Facilities & Equip - AZ shared 
Tools & Equipment - AZ shared 
Vehicles - AZ shared 
Security - Central Div 
Security - Eastern Div 
RPNB Vehicles- New Valve Truck for Eastern Division 
Business Systems Upgrade - AZ 
GIS Upgraded Enhancements - AZ 
Engineering CMMS - AZ 
Engineering Project Management - AZ 
Network Redundancy - AZ 
Laptops - AZ 
Monitors - AZ 

Post Test Year 6U Allocated Corporate Plant: 
340300 ArcGlS Implementation CA 
340300 
340300 ESRl Project (GIS) 
340300 
340300 SAMSWater & Waste 
340300 AZ IT Software 

Water USA Win7 Office2012 - CA 

Water USA Win7 Office2012 - US 

Total 

Accumulated Depreciation 

’ Amounts may not reflect other adjustments. 

REFERENCES: 
Column [A]: Company Filing 
Column [B]: Testimony FR 
Column [C]: Column [A] + Column [B] 

(1,560) 
(6,110) 
3,549 

(13,792) 

91,747 
25,881 

146 

46 
(99) 
77 
(1) 
39 

137 
165 
47 
60 

1,019 

1,560 
6,110 

13,792 
(3,549) 

(9 1,747) 
(25,881) 

(146) 

(46) 
99 

(77) 
1 

(39) 
(137) 
(165) 
(47) 
(60) 

(1,019) 

. .  
1 (1) 

$ 102,622 $ (102,622) $ 

$ 693,460 $ (3,277) $ 690,183 



EPCOR - Yohave Wastewater District 
Docket No. WS-01303A-14-0010 
Test Year Ended: June 30,2013 

INTENTIONALLY LEFT BLANK FOR MOHAVE WASTEWATER DISTRICT 
RATE BASE ADJUSTMENT NO. 6 -NOT USED 

RUCD Surrebuttal Schedule 10 
Witness: Coley 

LINE ACCT. 
- NO. 

Direct Plant: 

DESCRIPTION 

[AI IBI IC1 I Dl 
TESTYEAR ("TY") END POST TEST YEAR ("PN) TOTAL CREDIT 

OVER-COLLECTED OVER-COLLECTED OVER-COLLECTED ANNUAL 
DEPRECIATION DEPRECIATION DEPRECIATION DEPRE. EXP. 

AMOUNT AMOUNT AMOUNT 20% 

District's Direct Plant Over-Collected Depreciation Expense to be Credited to Depreciation Expense. .. ... _.. ..... . .._ .. . ._. ._, . .. ... I$ 1 

REFERENCES 
Column [A]: Testimony TJC 
Column [B]: Tesimony TJC 
Column [C]: Column [A] +Column [E] 
Column [D]: Column [C] x 20% 



EPCOR - Mohave Wastewater District 
Docket No. WS41303A-14-0010 
Test Year Ended: June 30,2013 

RUCO Surrebuttal Schedule 11 
Witness: Coley 

RATE EASE ADJUSTMENT NO. 7 - REGULATORY LIABILITY - AZ-CORPORATE PUNT OVER-COLLECTED DEPRECIATION EXPENSE 

[AI P I  IC1 ID1 [El 
TOTAL TOTAL TUEAC CREDIT 

TY AZ-CORPORATE PTY AZ-CORPORATE TOTAL ALLOCATION ANNUAL 
OVER-COLLECTED OVER-COLLECTED OVER-COLLECTED FACTOR DEPRE. EXP. 

DEPRECIATION EXP. DEPRECIATION EXP. AMORTIZATION EXP. (o.0087521 20% 

1 304620 Structures & Improvements Leasehold 
2 340300 Computer Software 
3 340330 Computer Software Other 

5 (24.958) $ (9.888) $ (34,846) $ (305) $ (61) 
(3,128,854) (721.389) (3,850,243) (33,699) (6.740) 

(52.912) (1 8,705) (71,618) (627) (125) 

Trial Balance 
Acct. No. 

4 1568 Software Intangibles 21,439 21,439 188 
5 1569 Software Intangibles Amortization (571,918) (571,918) (5,006) 

6 Software Intangibles Net of Amortization $ (550,478) $ - $  (550,478) $ (4,818) (964) 

7 Total Corporate Over-Collected Depreciation Exp. $ (3,757,203) $ (749,982) $ (4,507,185) $ (39,449) (7,890) 

8 District's AZ-Corporate Plant Over-Collected Depreciation Expense to be Credited to Depreciation Expense ... _.. .. . ...._. . .. .. . ... .. . .._. .. _._ ._. .. . ... 1- 

REFERENCES: 
Column [A]: Testimony TJC 
Column [E]: Testimony TJC 
Column [C]: Column [A] + Column [E] 
Column p]: Column [C] x Distrids Allocation Factor 
Column [E]: Column [Dl x 20% 



EPCOR - Mohave Wastewater District 
Docket No. WS-Ol303A-14-0010 
Test Year Ended: June 30,2013 

RUCO Surrebuttal Schedule 12 
Witness: Coley 

RATE BASE ADJUSTMENT NO. 8 - REVERSE UNEXPENDED ClAC 

[A] [B] [C] 
LINE ACCT COMPANY RUCO RUCO' 
NO. NO. DESCRIPTION PROPOSED ADJUSTMENTS RECOMMENDED 

1 ClAC $ 1,242,320 $ 227,674 $ 1,469,994 

' Amounts may not reflect other adjustments. 

REFERENCES: 
Column [A]: Company Filing 
Column [E]: Testimony TJC 
Column [C]: Column [A] + Column [B] 



EPCOR - Mohave Wastewater District 
Docket No. WSd1303A-144010 
Test Year Ended June 30.2013 

RUCO Surrebuttal Schedule 13 
Witness: Coley 

RATE BASE ADJUSTMENT NO. 9 ~ REMOVAL OF 24 MONTH DEFERRAL OF ALLOWANCE FOR FUNDS USED DURING CONSTRUCTION ("AFUDC") AND DEPRECIATION EXPNESE 

[AI [Bl [Cl 
LINE ACCT COMPANY RUCO RUCO' 
NO. NO. DESCRIPTION PROPOSED ADJUSTMENTS RECOMMENDED 

Deferred Deblts $ 28,717 $ (28,717) $ 

' Amounts may not reflect other adjustments. 

REFERENCES: 
Column [A]: Company Filing 
Column [B]: Testimony TJC 
Column [C]: Column [A] +Column [B] 



EPCOR - Mohave Wastewater District 
Docket No. WS-01303A-14-0010 
Test Year Ended: June 30,2013 

RUCO Surrebuttal Schedule 14 
Witness: Coley 

RATE BASE ADJUSTMENT NO. 7 -CASH WORKING CAPITAL 

[AI [B] [C] 
LINE ACCT COMPANY RUCO RUCO’ 
NO. NO. DESCRIPTION PROPOSED ADJUSTMENTS RECOMMENDED 
1 Working Capital Allowance $ 17,134 $ (10,839) 6,295 

RUCOs Calculation 

OPERATING EXPENSES 
Labor 
Purchased Water 
Fuel & Power 
Chemicals 
Waste Disposal & Other Utilities 
Intercompany Support Services 
Corporate Allocation 
Outside Services 
Group Insurance 
Pensions 
Regulatory Expense 
Insurance Other Than Group 
Customer Accounting (Less Bad Debt Expense) 
Rents 
General oftice Expense 
Miscellaneous 
Maintenance Expense 

TAXES 
Property Taxes 
Taxes - Payroll 
Taxes -Other 
Income Tax 

Interest Expense 

TOTAL 

’ Amounts may not reflect other adjustments. 

REFERENCES: 
Column [A]: Company Filing 
Column [B]: Testimony TJC 
Column [C]: Column [A] +Column [B] 

Proforma 
Test Year 
Amount 

[El 

268.572 

46,219 
12,000 
34,306 

161 
38.459 
34,425 
53.082 

725 

14,658 
49.91 1 
8.199 

20,902 
e4 

51,102 

56,609 
18,540 
(6,148) 

179 

112.591 

814.576 

Cash 
Working 

Revenue Expense Net Lead/Lag Capital 
Lag (Lead) Lag (Lead) Lag (Lead) Factor Required 

Days Days Days Col. C ~ Col. D Col. E1365 Col. B * Col. F 

[El 

41.14 
41.14 
41.14 
41.14 
41.14 
41.14 
41.14 
41.14 
41.14 
41.14 
41.14 
41.14 
41.14 
41.14 
41.14 
41.14 
41.14 

30.63 
43.67 
50.51 
7.00 

45.46 
30.42 
30.42 
42.46 
(10.72) 
67.98 

64.82 
49.70 
16.48 
29.56 
25.02 
49.77 

10.51 
(2.53) 
(9.37) 
34.14 
(4.32) 
10.72 
10.72 
(1.32) 
51.86 

(26.84) 
41.14 
(23.68) 
(8.56) 
24.66 
11.58 
16.12 
(8.63) 

41.14 213.25 (172.1 1) 
41.14 26.40 14.74 
41.14 (1 31.29) 172.43 
41.14 41.75 (0.61) 

41.14 91.25 (50.11) 

Cash Working Capital Reauirement 

Company Working Capital Requirement 

RUCO Cash Working Capital Adjustment 

IF1 

0.03 
(0.01) 
(0.03) 
0.09 

(0.01) 
0.03 
0.03 

(0.00) 
0.14 

(0.07) 
0.11 
(0.06) 
(0.02) 
0.07 
0.03 
0.04 
(0.02) 

(0.47) 
0.04 
0.47 
(0.00) 

(0.14) 

(30,656) 

(1 9.81 7) 

(10.839) 



EPCOR - Mohave Wastewater District 
Docket No. WS-01303A-144010 
Test Year Ended: June 30,2013 

RUCO Sumbuttal Schedule 15 
Witness: Coley 

RATE BASE ADJUSTMENT NO. 11 - NOT USED 

[A] [ B] [C] 
LINE ACCT COMPANY RUCO RUCO' 

RECOMMENDED NO. NO. DESCRIPTION PROPOSED ADJUSTMENTS I 
Regulatow Asset - ACRM Deferred 08.M Charges $ - $  - $  

' Amounts may not reflect other adjustments 

REFERENCES 
Column [AI Company Filing 
Column [E] Tesemony JMM 
Column IC] Column [A] + Column [E] 



EPCOR - Mohave Wastewater District 
Docket No. WS-01303A-14-0010 
Test Year Ended: June 30,2013 

LINE ACCT 

RUCO Surrebuttal Schedule 16 
Witness: Coley 

COMPANY RUCO RUCO’ 

2 Deferred Income Taxes 8. Credits 

’ Amounts may not reflect other adjustments. 

$ 62,236 $ 26995 $ 89.231 

REFERENCES: 
Column [A]: Company Filing 
Column [E] Testimony JMM 
Coumn IC] Cotumn [A] + Column [E] 



EPCOR - Mohave Wastewater District 
Docket No. WS-01303A-14-0010 
Test Year Ended: June 30,2013 

RUCO Surrebuttal Schedule 17 
Witness: Michlik 

OPERATING INCOME STATEMENT - ADJUSTED TEST YEAR AND RUCO RECOMMENDED 

LINE 
- NO. 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 

DESCRIPTION 

[AI [Bl [Cl [Dl [El 
COMPANY RUCO 
ADJUSTED RUCO TEST YEAR RUCO 
TEST YEAR TEST YEAR AS PROPOSED RUCO 
AS FILED ADJUSTMENTS ADJUSTED CHANGES RECOMMENDED 

REVENUES: 
Metered Water Sales 
Water Sales-Unmetered 
Other Operating Revenue 
Intentionally Lefl Blank 
Total Operating Revenues 

OPERATlNG EXPENSES 
Salanes and Wages 
Purchased Water 
Fuel & Power 
Fuel for Power Production 
Chemicals 
Waste Disposal 
Intercompany Suppott Services 
Corporate Allocation 
Outside Services 
Group Insurance 
Pensions 
Regulatory Expense 
Insurance Other Than Group 
Customer Accounting 
Rents 
General Office Expense 
Miscellaneous Expenses 
Maintenance Expense 
Depreciation and Amortization Expense 
General Taxes - Property Taxes 
General Taxes-Other 
Income Taxes 
Interest on Customer Deposits 
Total Operating Expenses 
Operating Income (Loss) 

References 
Column (A) Company Schedule C-1 
Column (B) RUCO Schedule 18 
Column (C) Column (A) +Column (B) 
Column (D) RUCO Schedules 28 and 29 
Column (E) Column (C) +Column (D) 

$ 1,052,210 $ $ 1,052,210 $ 253,663 $ 1,305,873 

3,629 3,629 3,629 

$ 1,055,839 $ $ 1,055,839 $ 253,663 $ 1,309,502 

$ 268.572 

46,241 

12,000 
34,306 

161 
58,694 
34,425 
53.082 

725 
11,993 
14.658 
53,827 
8,199 

20,902 
84 

51,102 
257,946 

53,660 
12,392 

(27.928) 

(20,235) 

(5,027) 

(24,120) 
(1.209) 

28,107 

$ 268,572 

46,219 

12,000 
34,306 

161 
38.459 
34.425 
53.082 

725 
6,966 

14,658 
53,827 
8,199 

20,902 
84 

51,102 
233,826 

52,451 
12,392 

179 

$ 

1,436 

4.158 

89.277 

$ 268,572 

46,219 

12,000 
34,306 

161 
38,459 
34,425 
53,082 

725 
6,966 

14,658 
55,263 
8,199 

20,902 
84 

51,102 
233,826 

56,609 
12,392 
89,457 

$ 965,040 $ (22,506) $ 942,535 $ 94.872 $ 1,037,407 
$ 90,799 $ 22,506 $ 113,304 $ 158.791 $ 272,095 



H 

R 

R 

R 



EPCOR - Mohave Wastewater District 
Docket No. WS-01303A-14-0010 
Test Year Ended: June 30,2013 

LINE 
NO. 

RUCO Surrebuttal Schedule 19 
Witness: Michlik 

COMPANY RUCO RUCO 
DESCRIPTION PROPOSED ADJUSTMENTS RECOMMENDED 

OPERATING INCOME ADJUSTMENT NO. 1 - NOT USED 

REFERENCES: 
Column [A]: Company Filing 
Column [B]: Testimony JMM 
Column [C]: Column [A] + Column [B] 

$ - $  - $  

$ - $  - $  



EPCOR - Mohave Wastewater District 
Docket No. WS-01303A-14-0010 
Test Year Ended: June 30,2013 

RUCO Surrebuttal Schedule 20 
Witness: Michlik 

OPERATING INCOME ADJUSTMENT NO. 2 - NOT USED 

[AI [B] [C] 
LINE COMPANY RUCO RUCO’ 
NO. DESCRIPTION PROPOSED ADJUSTMENTS RECOMMENDED 

1 Metered Water Sales $ - $  - $  
2 
3 Purchased Water 
4 
5 Fuel and Power 
6 
7 Chemicals 
8 

’ Amounts may not reflect other adjustments. 

REFERENCES: 
Column [A]: Company Filing 

$ - $  - $  

$ - $  - $  

Column [B]: Testimony JMM 
Column IC]: Column [A] + Column [B] 



EPCOR - Mohave Wastewater District 
Docket No. WS-O1303A-14-0010 
Test Year Ended: June 30,2013 

LINE COMPANY RUCO 
NO. DESCRIPTION PROPOSED ADJUSTMENTS 

RUCO Surrebuttal Schedule 21 
Witness: Michlik 

RUCO 
RECOMMENDED 

OPERATING INCOME ADJUSTMENT NO. 3 - NOT USED 

REFERENCES: 
Column [A]: Company Filing 
Column [B]: Testimony JMM 
Column [C]: Column [A] + Column [B] 



EPCOR - Mohave Wastewater District 
Docket No. WS-O1303A-14-0010 
Test Year Ended: June 30,2013 

RUCO Surrebuttal Schedule 22 
Witness: Michlik 

OPERATING INCOME ADJUSTMENT NO. 4 - REMOVE APS ESTIMATED POWER COSTS 

[A] [ B] [C] 
I LINE I I COMPANY I RUCO I RUCO I 

NO. I DESCRIPTION I PROPOSED I ADJUSTMENTS I RECOMMENDED I 
1 Fuel&Power $ 46,241 $ (22) $ 46,219 

Mohave Water District 
Paradise Valley Water District 
Sun City Water District 
Tubac Water District 
Mohave Wastewater District 
Total 

REFERENCES: 
Column [A]: Company Filing 
Column [B]: Testimony JMM 
Column [C]: Column [A] + Column [B] 



EPCOR - Mohave Wastewater District 
Docket No. WS-01303A-14-0010 
Test Year Ended: June 30,2013 

LINE COMPANY RUCO 
NO. DESCRIPTION PROPOSED ADJUSTMENTS 

RUCO Surrebuttal Schedule 23 
Witness: Michlik 

RUCO 
RECOMMENDED 

OPERATING INCOME ADJUSTMENT NO. 5 - NOT USED 

REFERENCES: 
Column [A]: Company Filing 
Column [B]: Testimony JMM 
Column [C]: Column [A] + Column [B] 



EPCOR - Mohave Wastewater District 
Docket No. WS-O1303A-14-0010 
Test Year Ended: June 30,2013 

RUCO Surrebuttal Schedule 24 
Witness: Smith 

OPERATING INCOME ADJUSTMENT NO. 6 - CORPORATE ALLOCATION EXPENSE 

$ (324) 
$ (21,553) 

[A] [B] [C] 
LINE COMPANY RUCO RUCO’ 
NO. DESCRIPTION PROPOSED ADJUSTMENTS RECOMMENDED 
1 Corporate Allocation $ 58,694 $ (21,553) $ 37,141 
2 
3 
4 Short-Term Incentive Plan (STIP) $ (1 5,497) 
5 Mid-Term Incentive Plan (MTIP) $ (5,585) 
6 IT Affiliated Charges Expenses -Account 5628 $ (147) 
7 Advertising, Promotions and Donations 
8 Total 

RUCOs Summary of Corporate Allocation Disallowances 

’ Amounts may not reflect other adjustments. 

REFERENCES: 
Column [A]: Company Filing 
Column [B]: Testimony RAS 
Column [C]: Column [A] + Column [B] 



EPCOR - Mohave Wastewater District 
Docket No. WS-01303A-14-0010 
Test Year Ended: June 30,2013 

Company RUCO Allocation Proposed Rate Recommended Rate Percentage Case Expense Case Expense 

RUCO Surrebuttal Schedule 25 
Witness: Michlik 

Normalized 
Over Years 

OPERATING INCOME ADJUSTMENT NO. 7 -ADJUST RATE CASE EXPENSE 

[AI PI [C] 
I LINE I I COMPANY I RUCO I RUCO I 

NO. I DESCRIPTION I PROPOSED ~ADJUSTMENTS~ RECOMMENDED I 
1 Rate Case Expense $ 11,993 $ (5,027) $ 6,966 

REFERENCES: 
Column [A]: Company Filing 
Column [B]: Testimony JMM 
Column [C]: Column [A] + Column [B] 



EPCOR - Mohave Wastewater District RUCO Surrebuttal Schedule 26 
Docket No. WS-OI303A-14-0010 Witness: Michlik 
Test Year Ended: June 30,2013 

LINE 
NO. 

OPERATING INCOME ADJUSTMENT NO. 8 - NOT USED 

COMPANY RUCO RUCO’ 
DESCRIPTION PROPOSED ADJUSTMENTS RECOMMENDED 

’ Amounts may not reflect other adjustments. 

REFERENCES: 
Column [A]: Company Filing 
Column [B]: Testimony JMM 
Column [C]: Column [A] + Column [B] 



EPCOR - Mohave Wastewater District 
Docket No. WSOl303A-14-0010 
Test Year Ended: June 30,2013 

RUCO Surrebuttal Schedule 27 
Witness: Michlik 

Page 1 o f 2  

OPERATING INCOME ADJUSTMENT NO. 9 - DEPRECIATION EXPENSE ON TEST YEAR PLANT 

[AI [BI IC1 [Dl [E] 
DEPRECIATION 

LINE ACCT SERVICE or Fully Depreciated PLANT DEPRECIATION EXPENSE 
NO. NO. DESCRIPTION Per RUCO PLANT (Col A - Col B) RATE (Col C x Col D) 

PLANT In NonDepreciable DEPRECIABLE 

1 335000 Hydrants $ - $  - $  0.00% $ 
2 352000 WWFranchises $ 364 $ 364 $ 0.00% $ 

5 355400 WW Pwr Gen Equip TOP $ 142,907 $ - $  142,907 3.33% $ 4,764 
6 360000 WW Collection Sewers Forced $ 5,385 $ - $  5,365 1.43% $ 77 

3 354200 WW Struct & Imp Coll $ 196,561 $ - $  196.581 3.33% $ 6,553 
4 354400 WW StNct 8 Imp TOP $ 1,047,352 $ - $ 1,047,352 2.00% $ 20,947 

7 361 100 WW Collecting Mains $ 2,738,991 $ ~ $ 2,738,991 1.43% $ 39,128 
8 362000 WW Special Coll Struct $ 138,063 $ - $  136,063 3.33% $ 4,602 
9 363000 WW Services Sewer $ 530,251 $ - $  530,251 2.00% $ 10,605 
10 364000 WW Flow Measuring Devices $ 218,748 $ - $  216.748 8.67% $ 14,563 
11 371 100 WW Pump Equip Elect $ 82,445 $ - $  82.445 5.00% $ 4,122 
12 380000 WW TD Equipment $ 902,234 4 - $  902.234 5.00% $ 45,112 
13 380050 WW TO Equip Grit Removal $ 135,165 $ - $  135,165 5.00% $ 6.758 
14 360100 WW TD Equip Sed TankdAcc $ 336,115 $ - 9  336,115 5.00% $ 16.606 
15 380300 WW TO Equip Sldge Dry/Filt $ 39,113 $ - $  39,113 5.00% $ 1,956 
16 380500 WW TO Equip Chem Trmt Plt $ 232,909 $ - $  232,909 5.00% $ 11,645 
17 380600 WW TO Equip 0th Disp $ 28.914 $ - $  28,914 5.00% $ 1,446 
18 380625 WW TO Equip Gen Trmt $ 1,818,565 $ - $ 1,818,565 5.00% $ 90,926 
19 389600 WW Other P/E-CPS $ - $  - $  10.00% $ 
20 390200 WW Computers 8 Peripheral $ 10,496 $ - $  10,496 10.00% $ 1,050 
21 390300 WW Computer Software $ - $  - $  4.00% $ 
22 393000 WW Tool Shop & Garage Equip $ 73.127 $ - $  73,127 4.00% $ 2,925 
23 394000 WW Laboratory Equipment $ 14,336 $ - $  14.336 4.00% $ 573 
24 395000.0 WW Power Operated Equip $ 16,703 $ - $  16,703 5.00% $ 835 
25 396000 WW Communication Equip $ 26,322 $ - $  26.322 10.00% $ 2,632 
26 397000 WW Misc Equipment 
27 Total Plant 
28 
29 corporate Plant Allocation 
30 304500 
31 304620 
32 334100 
33 339600 
34 340100 
35 340200 
36 340300 
37 340330 
38 344000 
39 346100 
40 346190 
41 346200 
42 346300 
43 347000 
44 
A5 

Structures & Improvements General 
Structures 8 Improvements Leasehold 
Meters 
Other PIE-CPS 
Office Furniture & Equipment 
Computer & Periphal Equipment 
Computer Software 
Computer Software Other 
Laboratory Equipment 
Communication Equipment Non-Telephone 
Remote Control & Instrument 
Communication Equipment Telephone 
Communication Equipment Other 
Miscellaneous Equipment 
Total Corporate Plant Allocation % 

$ - $  - $  6.67% $ 
$ 8,735,088 $ 364 $ 8.734.724 $ 268.046 

853 
174 
103 

3,194 
11,055 
7,163 

132 
56 

151 
1,629 

133 
467 
43 

3.564 
28,716 

853 
174 
103 

3,194 
11,055 
7,163 

132 
56 

151 
1,629 

133 
467 
43 

3,564 
26,716 

2.50% $ 
2.50% $ 
6.33% $ 
3.33% $ 
4.50% $ 

10.00% $ 
20.00% $ 
20.00% $ 
4.00% $ 

10.00% $ 
10.00% $ 
10.00% $ 
10.00% $ 
6.25% $ 

$ 

21 
4 
9 

106 
497 
716 
26 
11 
6 

163 
13 
47 
4 

223 
1.846 

Post Test Year Plant 
361100 Mohave ww- Manholes Replace 
393000 
380000 
389600 
361100 
371200 Manholes replaced 
393000 Twls & Equip 
380000 Plant Facilities 8 Equip A2 
371200 Plant Facilities 8 Equip A2 

371100.0 Plant Facilities & Equip A2 
391000.0 Plant Facilities & Equip A2 
380000 Plant Facilities & Equip A2 

Mohave ww - Tools & Equip 
Mohave ww ~ Wishing Well Treatment Plant 
Mohave ww - GIS Map Books 
Mohave ww - Wishing Well Effluent Line 

.- 
46 
47 
48 
49 
50 
51 
52 
53 
54 
55 
56 
57 
56 

59 gravity main 

60 Total Post Test Year Plant 

380000 RPNB Removal of Los Lagos Lift Station 8 lr 

$ 
$ 
$ 
$ 
$ 
0 
$ 
$ 
$ 
$ 
$ 
$ 

0 

$ 

istallation of 8 in 
- $  - $  

- $  - $  

1.43% $ 
4.00% $ 
5.00% $ 
3.33% $ 
1.43% $ 
5.00% $ 
5.00% $ 
5.00% $ 
4.00% $ 
5.00% $ 
5.00% $ 
5.00% $ 

5.00% $ 

$ 



EPCOR - Mohave Wastewater District 
Docket No. WS41303A-14-0010 
Test Year Ended June 30,2013 

NonDepreciable 

or Fully Depreciated 

PLANT 

DEPRECIATION DEPRECIABLE 

PLANT DEPRECIATION EXPENSE 

(Col A - Col E) RATE (Col C x Col D) 

3 340300 
4 340300 
5 304620 
6 340200 
7 340300 
8 304600 
9 343000 
10 346200 
11 340200 
12 340200 
13 341400 
14 304620 
15 304600 
18 343000 
17 343000 
18 341400 
19 346100 
20 346100 
21 341400 
22 340300 
23 340300 
24 340300 
25 340300 
26 340200 
27 340200 
28 340200 
29 340300 
30 340300 
31 340300 
32 340300 
33 340300 
34 340300 
35 
36 
37 
38 
39 
40 
41 
42 
43 
44 
45 
46 
47 
48 
49 
50 
51 
52 
53 
54 
55 
56 
57 
58 
59 
60 

LINE 

NO. 

ACCT 

NO. DESCRIPTION 

. .  
Servers 
Vehicles 
Office 8 Ops Center - Phx Office 
Office 8 Ops Center - Central Div 
Plant Facilities 8 Equip - AZ shared 
Tools & Equipment - AZ shared 
Vehicles - AZ shared 
Security ~ Central Div 
Security - Eastem Div 
RPNB Vehicles- New Valve Truck for Eastern Division 
Business Systems Upgrade ~ AZ 
GIS Upgrades/ Enhancements - AZ 
Engineering CMMS - AZ 
Engineenng Project Management - AZ 
Netwok Redundancy ~ AZ 
Laptops - AZ 
Monitors - AZ 
ArcGlS Implementation CA 
Water USA Win7 Office2012 ~ CA 
ESRl Project (GIS) 
Water USA Win7 Office2012 - US 
SAMSWater 8 Waste 
AZ IT Software 
Total Post Test Year Plant 

Total 

Composite Depreciation Rate: 
Contributions in Aid of Construction ("CIAC): 
Amortization of CIAC: 

Depreciation Expense before Amortization of CIAC: 
Less Amortization of CIAC: 
Test Year Depreciation Expense ~ RUCO 

Test Year Depreciation Expense - Company 

Test Year Adjustment to Depreciation Expense 

PLANT In 

SERVICE 

I PerRUCO 

$ - $  20.00% $ 
$ - $  20.00% $ 
$ - $  20.00% $ 

$ - $  10.00% $ 
0 - $  2.50% $ 

0 - $  2.50% $ 
$ - 8  2.50% $ 
$ - $  4.00% $ 
$ - $  10.00% $ 
$ - $  10.00% $ 

$ - a  - $  10.00% $ 
$ - $  - $  20.00% $ 
$ - $  - $  20.00% $ 
$ - $  - $  20.0096 $ 
$ - $  - $  20.00% $ 
$ - $  - $  20.00% $ 
$ - $  - $  20.00% $ 
$ - 0  - $  20.00% $ 
$ - $  - $  20.00% $ 

$ - $  - $  20.00% $ 
$ - $  - 5  20.00% $ 
$ - $  - $  20.00% $ 
$ - 0  - 0  20.00% $ 
$ - $  - $  20.00% $ 
$ - $  - $  20.00% $ 
$ - $  - $  20.00% $ 
$ - $  - $  20.00% $ 
$ - 0  - $  20.00% $ 
$ - $  - $  20.00% $ 
$ - 0  - $  20.00% $ 
$ - $  - $  20.W% $ 
$ - $  - $  20.00% $ 
$ - $  - $  $ 

$ - $  - $  16.67% $ 

$ 8.763.804 $ 384 $ 8.783.441 $ 289.896 

$ 1,469,994 

0 289.896 

3.31% 

$ 48.657 

$ 48,657 
$ 241,239 

$ 255,547 

0 (15.308) 

RUCOs Removal of 24 month AFUDC Amortization Depreciation Expense 

Amortization of Regulatory Liability Over 5 Years 
Corporate Plant 

Total RUCO Adjustments (lines 110+112+114) 

Company Depreciation 

RUCOs Adjustmented Depreciation Expense 

References: 
Column [A]: Schedule TCJ-4 
Column [B]: From Column [A] 
Column IC]: Column [A] - Column [B] 
Column ID]: Staffs Typical Engineenng Depreciation Rates 
Column [E]: Column [C] x Column [D] 

(39.449) 

$ (922) 

$ (7,889.82) 

$ (24,120) 

$ 257,946 

$ 233.826 



EPCOR - Mohave Wastewater District 
Docket No. WS-O1303A-144010 
Test Year Ended: June 30,2013 

RUCO Surrebuttal Schedule 28 
Witness: Michlik 

OPERATING INCOME ADJUSTMENT NO. 10 - PROPERTY TAX EXPENSE 

[A] 
LINE RUCO 
NO. Property Tax Calculation 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 

19 
.2 0 
21 
22 
23 
24 
25 
26 
27 

l a  

RUCO Adjusted Test Year Revenues 
Weight Factor 
Subtotal (Line 1 * Line 2) 
RUCO Recommended Revenue, Per Schedule JMM-I 
Subtotal (Line 4 + Line 5) 
Number of Years 
Three Year Average (Line 5 / Line 6) 
Department of Revenue Mutilplier 
Revenue Base Value (Line 7 * Line 8) 
Plus: 10% of CWlP - 
Less: Net Book Value of Licensed Vehicles 
Full Cash Value (Line 9 + Line 10 - Line 11) 
Assessment Ratio 
Assessment Value (Line 12 * Line 13) 
Composite Property Tax Rate (Per Company Schedule) 

RUCO Test Year Adjusted Property Tax (Line 14 * Line 15) 
Company Proposed Property Tax 

RUCO Test Year Adjustment (Line 16-Line 17) 
Property Tax - RUCO Recommended Revenue (Line 14 * Line 15) 
RUCO Test Year Adjusted Property Tax Expense (Line 16) 
Increase in Property Tax Expense Due to Increase in Revenue Requirement 

Increase to Property Tax Expense 
Increase in Revenue Requirement 
Increase to Property Tax per Dollar Increase in Revenue (LinelS/Line 20) 

$ 1,055,839 
2 

2,111,678 
1,055,839 
3,167,517 

3 
1,055,839 

2 
2,111,678 

21,457 

2,133,135 
18.1% 

385,735 
13.5976% 

$ 52,451 
53,660 

$ (1,209) 

$ 1,055,839 
2 

$ 2,111,678 
$ 1,309,502 

3,421,180 
3 

$ 1,140,393 
2 

$ 2,280,787 
21,457 

$ 
$ 2,302,244 

18.1% 
$ 416,315 

13.5976% 
$ 

$ 56,609 
$ 52,451 
$ 4,158 

$ 4,158 
253,663 

1.639234% 

REFERENCES: 
Column [A]: Company Filing 
Column [e]: Testimony JMM 
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Test Year Ended: June 30,2013 

RUCO Surrebuttal Schedule 29 
Witness: Michlik 

OPERATING INCOME ADJUSTMENT NO. 11 -TEST YEAR INCOME TAXES 

LINE 
- NO. DESCRIPTION 

1 
2 
3 
4 Calculation of Income Tax: 
5 Revenue (RUCO Schedule 1) 
6 Operating Expenses Excluding Income Taxes 
7 Synchronized Interest 
8 Arizona Taxable Income 
9 Arizona State Income Tax Rate 
10 Arizona Income Tax 
11 Federal Taxable Income 
12 Federal Tax on First Income Bracket ($1 - $50,000) @ 15% 
13 Federal Tax on Second Income Bracket ($51,001 - $75,000) @ 25% 
14 Federal Tax on Third income Bracket ($75,001 - $100,000) @ 34% 
15 Federal Tax on Fourth Income Bracket ($100,001 - $335,000) @ 39% 
16 Federal Tax on Fifth Income Bracket ($335,001 -$10,000,000) @ 34% 
17 Total Federal Income Tax 
18 Combined Federal and State Income Tax 
19 
20 
2 1 Calculation of Interest Svnchronization: 
22 Rate Base (RUCO Schedule 4) 
23 Weighted Average Cost of Debt 
24 Synchronized Interest 
25 
26 

Test Year 
$ 1,055,839 
$ 942,356 
$ 112,591 
$ 892 

6.0000% 
$ 54 
$ 838 
$ 126 
$ 
$ 
$ 
$ 

- 
- 
- 
- 

$ 126 
$ 179 

$ 4,467,898 
2.52% 

$ 11 2,591 

27 
28 
29 

Income Tax - Per RUCO $ 179 
Income Tax - Per Company $ (27,928) 

RUCO Adjustment $ 28,107 



EPCOR - Mohave Wastewater District 
Docket No. WS-01303A-14-0010 
Test Year Ended: June 30,2013 

LINE 
NO. DESCRIPTION 

RUCO Surrebuttal Schedule 30 
Witness: Michlik 

COMPANY RUCO RUCO' 
PROPOSED ADJUSTMENTS RECOMMENDED 

OPERATING INCOME ADJUSTMENT NO. 12 - SURREBUTTAL ADJUSTMENTS 

Corporate Allocation $ 58,694 $ 1,318 $ 60,012 

RUCOs Adjustment to Surrebuttal Direct Surrebuttal Adjustment 
Short-Term Incentive Plan (STIP) $ (15,497) $ (15,497) $ 
Mid-Term Incentive Plan (MTIP) $ (5,585) $ (3,193) $ 2,392 
IT Affiliated Charges Expenses -Account 5628 $ (147) $ (147) $ 
Advertising, Promotions and Donations $ (324) $ (270) $ 54 
Confidential Information $ - $  (1,128) $ (1,128) 
Total $ (21,553) $ (20,235) $ 1,318 

' Amounts may not reflect other adjustments. 

REFERENCES: 
Column [A]: Company Filing 
Column [B]: Testimony JMM 
Column [C]: Column [A] + Column [B] 



EPCOR - Mohave Wastewater District 
Docket No. WS-01303A-14-0010 
Test Year Ended June 30,2013 Rate Design 

Monthly Usage Charge Present 

Meter Size (All Classes): 
Residential (per ERU) $ 56.5500 
Commercial (per ERU) 56.5500 
Public Authority (per ERU) 
Large Commercial 

56.5500 
72.8900 

Large Commercial 

Effluent 

Company RUCO 
Proposed Rates Recommended Rates 

$ 81.9975 
81.9975 
81.9975 

105.6905 

$ 70.9137 
70.9137 
70.9137 
91.4041 

$ 3.3060 

$ 0.6991 

$ 2.8591 

$ 0.6991 
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Docket No. WS-01303A-14-0010 
Test Year Ended June 30.2013 

RUCO Surrebuttal Schedule 32 
Witness: Michlik 

Typical Bill Analysis 
Residential 

Present Proposed Dollar Percent 
Company Proposed Gallons Rates Rates Increase Increase 

Average Usage 1,436 $ 5655 $ 8200 $ 25 45 45 00% 

Median Usage NIA NIA NIA NIA NIA 

RUCO Recommended 

Average Usage 1,436 $ 56.55 $ 70.91 $ 14.36 25.40% 

Median Usage NIA NIA NIA NIA NIA 

Present & Proposed Rates (Without Taxes) 
Residential 

Gallons 
Cons u m p t i o n 

1,000 
2,000 
3,000 
4,000 
5,000 
6,000 
7,000 
8,000 
9.OOO 

10,000 
11,000 
12,000 
13,000 
14,000 
15,000 
16,000 
17,000 
18,000 
19,000 
20,000 
25,000 
30,000 
35,000 
40,000 
45,000 
50.000 
75,000 

100,000 

Present 
Rates 

$ 56.55 
$ 56 55 
$ 56 55 
5 56 55 
$ 56 55 
$ 56.55 
$ 56.55 
$ 56.55 
$ 56.55 
$ 56 55 
$ 56.55 
$ 56 55 
$ 56 55 
$ 56.55 
$ 56.55 
$ 56 55 
$ 56 55 
$ 56 55 
$ 56.55 
$ 56.55 
$ 56.55 
$ 56 55 
$ 56 55 
$ 56.55 
5 56.55 
$ 56 55 
$ 56.55 
$ 56 55 
$ 56.55 

Company 
proposed 

Rates 
$ 82 00 
$ 82.00 
$ 82 00 
$ 82 00 
$ 82 00 
$ 82.00 
$ 82.00 
$ 82.00 
$ 82.00 
$ 82 00 
5 82 00 
$ 82.00 
$ 82.00 
$ 82.00 
$ 82.00 
$ 82 00 
$ 82.00 
$ 82.00 
$ 82.00 
$ 82 00 
$ 82 00 
$ 82.00 
$ 82 00 
$ 82 00 
$ 82.00 
$ 82 00 
$ 82.00 
$ 82.00 
$ 82.00 

RUCO 
% Recommended 

Increase Rates 
45.00% $ 70.91 
45.00% $ 70.91 
4500% $ 70 91 

% 
Increase 

25 40% 
25 40% 
25.40% 

4500% $ 70 91 25.40% 
4500% $ 70.91 25 40% 
45.00% $ 70 91 25.40% 
4500% $ 70.91 25 40% 
4500% $ 70.91 25.40% 
4500% $ 70 91 25.40% 
45.00% $ 70.91 25 40% 
45.00% $ 70 91 25.40% 
45.00% $ 70 91 25 40% 
45.00% $ 70.91 25 40% 
4500% $ 70 91 25.40% 
45.00% $ 70 91 25 40% 
45.00% $ 70.91 25 40% 
4500% $ 70.91 25.40% 
45.00% $ 70.91 25 40% 
4500% $ 70 91 25.40% 
45.00% $ 70.91 25 40% 
45.00% $ 70.91 25.40% 
4500% $ 70 91 25 40% 
4500% $ 70 91 25 40% 
45.00% $ 70 91 25.40% 
45.00% 8 70.91 25 40% 
4500% $ 70 91 25.40% 
4500% $ 70 91 25.40% 
45.00% $ 70.91 25.40% 
45.00% $ 70 91 25 40% 
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1 Q. WHAT IS THE PURPOSE OF YOUR SURREBUTTAL TESTIMONY? 

2 A. I am responding to certain statements made by Company witness John F. 

3 Guastella regarding the cause of the debit balances in accumulated depreciation. 

4 I am also responding to the testimony of Staff witness Michael Thompson. 

5 

6 Q. COULD YOU PLEASE PROVIDE SOME BACKGROUND ON THE ISSUE 

7 RELATING TO DEPRECIATION? 

8 A. Yes, in the direct testimony of RUCO witness Timothy J. Coley he recommended 

9 that several abnormal debit accumulated depreciation balances that have 1) 

10 existed for years or 2) occur in accounts that have zero depreciation rates be 

11 removed from rate base and the amounts be written off the balance sheet 

12 acquisition premium account (Coley direct at page 26). It should be noted that the 

13 acquisition premium account is not reflected in the rate setting process so the 

14 adjustment has the effect of decreasing the revenue requirement in this case. 

15 

16 Q. WHAT EXPERTISE DOES MR. GUASTELLA BRING TO THIS ISSUE? 

17 A. Mr. Guastella has over 50 years of experience in the utility industry and has 

18 

19 

performed many depreciation studies using both actuarial and comparative 

analysis to set deprecation rates (See Exhibit JFG-IR). Mr. Guastella also 

20 

21 

22 

prepared a depreciation study for EPCOR’s predecessor company in 2010 (See 

Guastella Rebuttal at page 8). 

1 
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1 Q. WHAT IS MR. GUASTELLA’S OPINION AS TO THE CAUSE OF THE 

2 ABNORMAL DEBIT ACCUMULATED DEPRECIAITON BALANCES? 

3 A. 

4 

Mr. Guastella states that the abnormal debit balances were caused by early 

retirements (See Guastella Rebuttal at page 3). Mr. Guastella further explains that 

5 the retirement of an asset earlier than its average service life is a common 

6 occurrence for groups of assets which in turn creates an undepreciated balance 

7 for that asset (Ibid at page 4). The debit balance at issue therefore simply means 

8 that the total original cost was not recovered through normal depreciation accruals 

9 because of the early retirement (Ibid). Mr. Guastella concludes that the assets are 

10 not phantom as some witnesses claim but instead represent the unrecovered 

11 

12 service lives (Ibid). 

portion of the cost of the assets that were retired before reaching their average 

13 

14 Q. DO YOU AGREE WITH MR. GUASTELLA’S FINDING ON THIS ISSUE? 

15 A. While in theory Mr. Guastella does outline a possibility that could exist, the facts of 

16 this case show otherwise. First, the utility presents no facts that the abnormal debit 

17 

18 

accumulated depreciation balances were caused by early retirements with the 

exceptions notated in Mr. Coley’s direct and surrebuttal testimonies. Since the 

19 utility is the entity that keeps the accounting data for plant in service and 

20 

21 

retirements, if the abnormal depreciation balances were caused by early 

retirements it should be able to show that quite easily. Secondly, Mr. Guastella 

22 notes that his 2010 depreciation study was done on the basis of a comparative 

2 
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1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

analysis because there was an insufficient specific retirement experience for an 

actuarial study (See Guastella Rebuttal at page 8). This of course explains why 

the utility has provided no proof to Mr. Guastella’s reasoning on the abnormal 

depreciation balances, it does not exist. Third, Mr. Guastella does not even 

address that some of the abnormal depreciation balances were from accounts that 

have no depreciation rates. I can only surmise that this would be a trick issue for 

him since you can’t accrue the depreciation to account for the early retirement if 

there are no accruals on other assets in the account. Fourth, Mr. Guastella agrees 

that the Company will stop depreciation primary plant accounts once the entire 

account is fully depreciated on a prospective basis. Given that the abnormal 

depreciation balance was partly caused by this very fact, what Mr. Guastella is 

really saying is let me keep the money now but I won’t do it again. 

14 

15 

16 

17 

18 

19 Q. 

20 

21 A. 

22 

Each of these four reasons are fatal to Mr. Guastella’s arguments and they clearly 

show that the Company has no real explanation for the abnormal depreciation 

balances but rather just wants to keep the money. The Company’s rebuttal 

testimony on this issue should be given no weight. 

COULD YOU PLESE DISCUSS YOUR ISSUE WITH RESPECT TO MR. 

THOMPSON’S TESTIMONY? 

Mr. Thompson and I both testified as to the proper level of post-test year plant. For 

the Mohave Water District Mr. Thompson certified that $5,398,138 of assets 

3 
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15 

16 

17 
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19 
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relating to five post-test year plant projects were in service and he deemed them 

used and useful for rate setting purposes (Thompson Exhibit MST-1 at page 1). 

This compares to the Company’s proposed $7,754,942 of post-test year plant 

additions and my recommended $851 , 134. The difference between Mr. 

Thompson’s recommendation and the Company’s original request was some small 

changes in cost estimates totaling $66,906 and total exclusion of the Company’s 

“recurring projects.” The difference between Mr. Thompson’s allowance on post- 

test year plant and mine was that he included allowance for three projects that 

were placed in service after December 201 3. We both totally excluded allowance 

for recurring projects. 

EPCOR defines recurring projects as simply routine capital improvements which 

are comprised of installing short sections of mains, small pumps, miscellaneous 

tools and equipment and other items considered general equipment (Worlton 

Direct at page 12). I rejected the recurring projects from the rate setting process 

because the proposed projects failed one or more of the Commission’s guiding 

principles for inclusion as post-test year plant. They were neither of such a dollar 

magnitude that exclusion would jeopardize the Company’s financial health or they 

were not revenue neutral as they are being done to decrease lost and unaccounted 

for water which increases billed revenues to the Company, or both (Radigan direct 

For Paradise Valley the same issue exists where Mr. Thompson certified the $1,279,112 for the rebuilt 
booster station out of the $2,933,450 requested by the Company and my recommendation to disallow 
the “recurring projects” of $1,654,338 and allow the $1,279, 112 for the booster station. Mr. Thompson 
did not address recurring projects. 

4 
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at page 18). Mr. Thompson did not address the issue of recurring projects at all 

for Mohave Water, Mohave Wastewater, Tubac Water, Paradise Valley Water and 

Sun City Water. While the difference between allowance or disallowance of 

projects that came into service after December 2013 is clear from reading Mr. 

Thompson’s, Mr. Worlton’s rebuttal, and my direct testimony in the case of 

recurring projects, Mr. Thompson does not state why he did not address the issue 

of recurring projects or whether they should be included or excluded from rate 

base. I believe the record would benefit from an explanation from staff as to why 

staff did not address the issue of recurring projects and whether they verified all 

these projects were used and useful. 

Q. 

A. Yes. 

Does this conclude your surrebuttal testimony? 

16 
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I. 

Q. 
A. 

Q. 
A. 

Q. 

A. 

Q. 

A. 

Q. 
A. 

INTRODUCTION 

Please state your name, position and business address. 

Ralph C. Smith. I am a Senior Regulatory Consultant at Larkin & Associates, PLLC, 

15728 Farmington Road, Livonia, Michigan 48 154. 

On whose behalf are you appearing? 

I am appearing on behalf of the Residential Utility Consumer Office (“R reo"). 

Are you the same Ralph C. Smith who filed direct testimony on behalf of RUCO in 

this proceeding? 

Yes. 

Which EPCOR Water Arizona Inc. rebuttal testimony do you address in your 

Surrebuttal Testimony? 

I address certain adjustments and issues that were discussed in the Rebuttal Testimony of 

these EPCOR Water Arizona Inc. (“EPCOR’, “EWAZ”, or the “Company”) witnesses 

Sheryl Hubbard and Sandra Murrey. These issues include operating income adjustments 

for incentive compensation and for certain expenses in the Corporate Allocation and for 

the ADIT component of rate base to reflect the impact of 20 13 bonus tax depreciation. 

Have you prepared any exhibits to be filed with your Surrebuttal Testimony? 

Yes. Exhibit RCS-6 includes some selected non-confidential responses to discovery that 

were not included in the attachments to my direct testimony, including some of EPCOR’s 

responses to RUCO data request sets 30 and 35 that are referenced in my surrebuttal 

testimony. Exhibit RCS-7 includes confidential responses that are referenced in my 

surrebuttal testimony. Exhibit RCS-8 presents calculations related to a recommended 



1 

2 

3 

4 

5 

6 

7 

a 
9 

10 

I1 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

Surrebuttal Testimony of Ralph C. Smith [PUBLIC] 
Docket No. WS-01303A-14-00 10 
Page 2 

adjustment to Accumulated Deferred Income Taxes. Exhibit RCS-8 also presents 

calculations of updated adjustments for incentive compensation and affiliated 

charges/corporate allocations. 

11. ORGANIZATION OF SURREBUTTAL TESTIMONY 

Q. How is your surrebuttal testimony organized? 

A. It is organized by issue, where in response to EPCOR's rebuttal testimony, each section 

discusses a particular issue or group of issues. 

111. RESPONSE TO EPCOR'S REBUTTAL 

Incentive Compensation Expense 

Q. 

A. 

Q* 

Do EPCOR witnesses Hubbard and Murrey agree that expense for incentive 

compensation should be totally removed? 

No. In EPCOR's rebuttal filing, they agree to remove 10 percent of the incentive 

compensation expense to eliminate the portion of the incentive compensation based on 

meeting a financial target. At page 24, lines 8-10, of her rebuttal testimony, Ms. Hubbard 

asserts that this 10 percent elimination is "consistent with how incentive compensation 

was treated in the past for Arizona American Water Company, EPCOR Water Arizona, 

Inc.'s ("EWAZ") predecessor." At page 29 of her rebuttal testimony EPCOR witness 

Hubbard similarly suggests that removing only 10 percent of the incentive compensation, 

based upon a financial metric, is consistent with how incentive compensation has been 

treated in the past with EWAZ's predecessor. 

What portion of incentive compensation was disallowed in rate cases involving 

Arizona American Water Company, EWAZ's predecessor? 
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A. 

Q. 
A. 

Q. 

A. 

In the cases I have identified involving Arizona American Water Company, 30 percent of 

the incentive compensation cost was disallowed. Specifically, in Decision No. 7141 0 

(December 8,2009 in Docket No. W-O1303A-08-0227), which had addressed rates for the 

Paradise Valley Water District (a utility owned by Arizona American Water Company), a 

RUCO recommended disallowance of 30 percent of Annual Incentive Plan cost was not 

opposed by Staff or the Company and was adopted by the Commission. Additionally, in 

Decision No. 72047 (January 6, 2011 in Docket No. W-O1303A-09-0343), which 

addressed Sun City Water District' rates, RUCO had recommended a 100 percent 

disallowance of Annual Incentive Plant cost, rather than a 30 percent disallowance, and 

the Commission adopted a 30 percent disallowance. Thus, an incentive compensation 

disallowance of 30 percent, not 10 percent, would need to be used to be consistent with 

how incentive compensation was treated in these decisions for EWAZ's predecessor. 

Have other percentages of incentive compensation been disallowed in other cases? 

Yes. In my direct testimony at pages 26-28, I cite illustrative examples of other 

Commission Decisions in which 50 percent of utility short-term incentive compensation 

has been disallowed and 100 percent of stock-basedllong-term incentive compensation has 

been disallowed. In comparison with these disallowances, the 10 percent disallowance 

proposed by EWAZ in its rebuttal filing is inadequate. 

Are those disallowances of incentive compensation in prior Arizona utility rate cases 

based solely on a financial metric? 

No. The disallowances are based on a detailed analysis of the components of the utility's 

incentive compensation plans and, in some instances, incorporate a concept that the cost of 

incentive compensation should be shared between the shareholder and ratepayers and/or 

' Sun City was also owned by Arizona American Water Company. 
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that the cost of certain types of incentive compensation should be borne exclusively by 

shareholders. 

Q. 

A. 

Q. 

At page 24, lines 11-15, and at  page 28, lines 14-21, of her rebuttal, EPCOR witness 

Hubbard states that in the Chaparral City Water Company ("CCWC") rate case, 

only the Corporate Allocation portion of incentive pay was disallowed, and the full 

100% of the incentive compensation for Arizona Corporate and CCWC direct 

employees was approved. What does the Commission's Decision in that case state 

with respect to the disallowance of incentive compensation expense? 

The Commission's June 20, 2014 Decision No. 74568 in Docket No. W-02113A-13-0118 

involving Chaparral City Water Company, which is an affiliate of EWAZ, agreed with a 

Staff recommendation to disallow incentive pay noting that the Company failed to 

quantify or justify its proposed recovery of incentive pay.2 Page 24 of that Decision states 

that: "Staffs recommended corporate expense allocation removes 100 percent of 

CCWC's requested incentive pay. Staff argues that CCWC failed to properly quantify or 

justify its calculations of amounts paid under the incentive payment plan." I do not see any 

statements in that Decision stating that any incentive compensation pay was being allowed 

in that case. In fact, the Decision states that: "Staffs recommended corporate expense 

allocation removes 100 percent of CCWC's requested incentive pay 

At page 29, line 15 through page 30, line 5, of her rebuttal testimony, Ms. Hubbard 

indicates that RUCO's adjustment to removing incentive compensation expense in 

the current case included $179,100 that was not requested by the Company. Please 

respond. 

~ ____ ~ ~ 

See Decision No. 74568 at pages 24-25. 
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1,578,467' 216,429' 159,447 29,946 i 147,5911 19,359 i 572,772 

A. Prior to the filing of RUCO's direct testimony, the Company was asked several rounds of 

discovery about the amounts of incentive compensation that it was requesting, including 

data request RUCO 17.3 1, where in its response, EWAZ listed the $179,100 of incentive 

compensation expense for MTIP as part of what they were requesting, as summarized in 

my direct testimony and in the following table3: 

I I 1 

801,710 126,274 98,111 1?,571 92,030 1 3 . y  1 3 4 9 . 7  
8 2 - ,  I AdJsM-4' 

i I 801,710 126,274 19,571 1 92,030 13,206 I 349,192 

i -~ 

69,368 j 47,193 I 7,982 i 42,750 4,735 1 172,028 
I I 

597.657 ~ 

I_I___ - Corporate Allocation (EUI) - 4- 

' Ad1 SM 4 IS the pro forma adjustment to Annualize Payroll Expenre including incentive compensation The workpaper rupporlang the requested Labor expenre 

I S  labeled 'Test Year Adjustments 12-19 xlsx", see tab "PR, Taxer & Benehs" for the Adjusted Test Year expense levels on Page 3 of 3 

Q. If the $179,100 MTIP amount was not included in EWAZ's claimed expenses, what 

would be the reduction to RUCO's recommended adjustment for incentive 

compensation? 

See amounts listed on line 30 of the table. 
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A. 

Q. 

A. 

Q. 

A. 

If the $179,100 MTIP amount was not included in EWAZ's claimed expenses, RUCO's 

recommended adjustment for incentive compensation would be reduced by $5 1,552 for 

the five districts. Basically, the amounts listed on line 30 of the above table would be 

removed from RUCO's adjustment. 

At page 29, lines 10-14, of her rebuttal testimony, EPCOR witness Hubbard states 

that $801,709 "is not part of the Corporate Allocation but rather it is related to 

Arizona Corporate employees and is included in the Labor expense line in Schedules 

C-1 and C-2 in the Company's filing." Does that have any impact on RUCO's 

adjustment? 

No. The $801,709 of incentive compensation expense is part of the incentive 

compensation expense that that EWAZ is requesting in the current rate case, as shown on 

lines 17-20 of the above table. The amount of this component of incentive compensation 

expense that was requested by EWAZ in the current rate case is $349,192, as shown on 

line 20 of the above table. 

Does the Company's response to RUCO's discovery confirm that the $801,709 of 

incentive compensation expense is part of the incentive compensation expense that 

that EWAZ is requesting in the current rate case and was allocated to the districts by 

applying the four-factor allocation for each district? 

Yes. The Company's response to RUCO 35.07(c) confirms that the $801,709 of incentive 

compensation expense is part of the incentive compensation expense that EWAZ is 

requesting in the current rate case and was allocated to the districts by applying the four- 

factor allocation for each district. 
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Q. 

A. 

Q. 

At page 27, line 21, through page 28, line 2, of her rebuttal, Ms. Hubbard states that: 

"Both the ACC Staff and RUCO are  combining the Arizona Corporate office 

charges (which are charged to the appropriate NARUC categories of expensed [sic]) 

and the Canadian Corporate office charges (which a re  only charged to the Corporate 

Allocation line of the income statement) in one basket which appears to be confusing 

the arguments for and against their recommendations." What was the purpose of 

presenting RUCO's adjustment for incentive compensation in a summarized 

manner? 

The purpose of presenting RUCO's adjustment for incentive compensation in a 

summarized manner as done in my direct testimony was to account for each component of 

the EPCOR incentive compensation that the Company had included in its revenue increase 

requests, and to assure that no component of the Company's requested incentive 

compensation expense remained un-reviewed or not addressed due to the piecemeal and 

fragmented manner in which such incentive compensation plan costs were reflected in 

EWAZ's filing. Accordingly, in RUCO's presentation of incentive Compensation expense, 

each component has been specifically identified and listed, based on the Company's 

responses to discovery, along with the amounts of each type of incentive compensation 

expense that was allocated to each district. This detailed presentation of the components 

of incentive compensation expense was reflected in tables and attachments to my direct 

testimony . 

At page 24 of her rebuttal testimony, EWAZ witness Hubbard states that the 

incentive plan "Pool A" payout is based on achievement of safety (30%), customer 

service (So%), operational efficiency (30%) and financial (10%) goals. Please 

comment. Has EWAZ justified charging Arizona ratepayers for 90 percent of the 

incentive plan cost based on such explanations? 
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A. 

Q. 

A. 

Q. 

A. 

Q. 

A. 

No. Documents related to the EPCOR incentive plans were included in Attachments 

RCS-4 and RCS-5, filed with my direct testimony. Additional documentation provided by 

EPCOR in response to RUCO sets 30 and 35 is included in Attachment RCS-6 and RCS- 

7, filed with my surrebuttal testimony. 

Based on your review of the documentation for EPCOR's incentive compensation 

plans, has EPCOR justified charging Arizona ratepayers for incentive compensation 

expense in the current rate case? 

No. Based on my review of the documentation for EPCOR's incentive compensation 

plans, EPCOR has not justified charging Arizona ratepayers for its incentive 

compensation expense in the current rate case. I continue to recommend that the incentive 

compensation expense be removed. 

Do you have any additional comments about the safety component of EPCOR's 

incentive compensation plan? 

Yes. EPCOR has not demonstrated why Arizona customers should pay more for having 

EPCOR and EWAZ employees showing up for work and conducting their work in a safe 

manner. 

Do you have any additional comments about whether EPCOR should be allowed to 

charge ratepayers for incentive compensation related to customer satisfaction? 

Yes. The Company's confidential response to RUCO 35.04(d)(7) through (9)4 states as 

follows: 

[BEGIN CONFIDENTIAL] 

The response to RUCO 35.04 was received after Attachment RCS-7, containing Company confidential responses to 
RUCO data requests, had been completed. 
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Q. 
A. 

[END CONFIDENTIAL] 

Based on this, there is a high proportion of EPCOR's customers who are less than 

satisfied. Ratepayers should not be charged extra for incentive compensation expense 

related to customer satisfaction or the lack thereof. 

Have you updated RUCO's adjustment for incentive compensation expense? 

Yes. As shown on Attachment RCS-8, Schedule C-2, I have updated RUCO's adjustment 

for incentive compensation expense to exclude the removal of the $179,100 MTIP amount 

that Company witness Hubbard has stated was not included in EWAZ's claimed 

expenses5 This update reduces RUCO's recommended adjustment for incentive 

compensation by $51,552 for the five districts to remove the MTIP incentive 

compensation expense. After reflecting this, RUCO's updated adjustment reduces the 

' See, e.g., Hubbard rebuttal testimony at page 30, lines 1-5. 
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Company's requested STIP and MTIP incentive compensation expense by $333,978 and 

$68,811, for the five districts, as shown on Attachment RCS-8, Schedules C-1 and C-2, 

respectively, and summarized in the following table: 

Total Company Requested and RUCO Adjusted I $ 452,409) $ 118,431 I $ (333,978 
i i i 

i I 1 

Total Incentive Compensation Expense - STIP and M T P  I $ 521,2201 $ 118,431 I $ (402,790 

Corporate Allocation Expense for IT CharPes and Advertisinp, Promotions and Donations 

Q. 

A. 

What does the Company's rebuttal state with respect to RUCO's adjustments for 

Corporate Allocation Expense IT Charges that were recommended in your direct 

testimony? 

At page 15 of her rebuttal testimony, Company witness Murrey accepts the adjustment to 

remove $1 1,010 in duplicate IT license fee billings, which reduces the Corporate 

Allocation expense to the five districts in the current rate case by $3,169.6 This 

adjustment remains unchanged from my direct testimony and is reproduced for ease of 

reference on Attachment RCS-8, Schedule C-3. 

~ ~~ 

Also, see the Company's response to RUCO 35.06(a). 6 
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Q. 

A. 

Q. 

A. 

What does the Company's rebuttal state with respect to RUCO's adjustments for 

Corporate Allocation Expense for Advertising, Promotions and Donations that were 

recommended in your direct testimony? 

At page 15 of her rebuttal testimony, Company witness Murrey indicates that the 

Company is not opposed to RUCO's adjustment for Advertising, Promotions and 

Donations in the Corporate Allocation, but points out that some of the Donations amount 

had already been removed by the Company. Accordingly, she states that the Company has 

accepted RUCO's adjustment excluding removals that are duplicates. At page 15, lines 

22-23, she states that: "The Company' proposed adjustment is SM-15R.''7 The Company's 

response to RUCO 35.06(b) indicates that this reference should be to Company rebuttal 

adjustment SM- 1 OR. 

Have you updated RUCO's adjustment for the Corporate Allocations for 

Advertising, Promotions and Donations to exclude amounts that had already been 

removed by the Company? 

Yes. I have updated RUCO's adjustment for the Corporate Allocations for Advertising, 

Promotions and Donations to exclude amounts that had already been removed by the 

Company. This updated adjustment reduces expenses for the five districts by $24,536, as 

shown on Attachment RCS-8, Schedule C-4. 

It appears that the correct reference for EWAZ's acceptance of these adjustments is Company Rebuttal Adjustment 
SM-IOR. For example, for Paradise Valley Water, referring to Ms. Murrey's rebuttal Exhibit, Schedule C-2 Rebuttal, 
page 10, Income Statement Rebuttal Adjustment SM-lOR, the duplicative IT expense is removed on lines 1-1 1, and 
the Advertising, Promotions and Donations amounts are removed on lines 12-20, with the total adjustment to General 
Office Expense being shown on line 2 1. 
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Corporate Allocation Expense for Thunder Mountain and North Mohave Acauisitions 

Q. Has it come to your attention that Corporate Allocation Expense for Thunder 

Mountain and North Mohave Acquisitions was included in operating expenses for 

the five districts by the Company and needs to be removed? 

Yes. The Company's confidential response to RUCO 30.10(d) listed the amounts allocated 

to the five districts in the Corporate Allocation Expense for the Thunder Mountain and 

North Mohave acquisitions. The Company's response to RUCO 35.3 agrees that the 

amounts should be removed. Attachment RCS-8, Schedule C-5, shows the adjustment to 

remove these expenses from the Corporate Allocation Expense for the five districts. For 

the five districts, pre-tax operating expenses are reduced by the amounts shown there. 

A. 

Accumulated Deferred Income Taxes 

Q. 

A. 

In your direct testimony, you raised some issues concerning the adequacy of the 

amount of Accumulated Deferred Income Taxes (ADIT) that was deducted from rate 

base in the Company's filing. Has the Company adjusted the ADIT amounts? 

No. Company witness Hubbard discusses certain rate base adjustments in her rebuttal 

testimony; however, it appears that the Company has failed to adjust the ADIT balances to 

fully reflect the impact of 201 3 bonus tax depreciation in its rebuttal filing. Consequently, 

an adjustment for ADIT to fully reflect the impact of 2013 bonus tax depreciation is 

needed. I discuss the available information and my recommended adjustment to 

accomplish this. I also discuss matching principle issues related to the Company's request 

to include 2014 plant additions in rate base as post-test-year plant, and the need to match a 

corresponding ADIT adjustment with any 2014 plant additions that are allowed to be 

included in rate base. 
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Q. 

A. 

What is the matching principle, and how does it relate to matching ADIT with utility 

plant? 

A key concept in accounting and ratemaking is the matching principle. The matching 

principle involves matching revenues with related expenses and investments in the time 

period they occur. Accounting and ratemaking require the cost of capital investments to be 

spread over the period in which they will be used. Capital investments such as 

replacement of equipment at the utility's plant can produce efficiencies, such as reducing 

future O&M costs or enable new revenues. Placing new plant into service can also 

generate large tax deductions, such as from 50 percent bonus tax depreciation that was 

available in 20 13 and which was recently extended for qualifling additions in 20 14. Plant 

additions for a utility are typically included in rate base if they have been placed into 

service in a test year. Sometimes, exceptions have been made for plant that is in service 

after the end of a test year. Plant in Service is usually the largest component of a utility's 

rate base. In the determination of a utility's rate base, there are offsets to Plant for 

Accumulated Depreciation, ADIT, and other items representing non-investor supplied 

capital. A utility should earn a rate base return only on investment in used and useful 

assets that have been financed by investors. ADIT represents a significant source of non- 

investor supplied capital. Some components of ADIT, such as tax depreciation, are 

directly related to Plant. Consequently, the impacts of tax depreciation on ADIT should 

be appropriately coordinated in determining utility rate base. Increases to ADIT resulting 

from bonus tax depreciation and accelerated tax depreciation, to the extent that such tax 

depreciation has been claimed on the tax return and has produced tax savings, should be 

coordinated with the amount of Plant that is reflected in utility rate base. In 2013, bonus 

tax depreciation was available and was utilized by the Company. Proper matching thus 

requires that the impact of 20 13 tax depreciation, including 201 3 bonus tax depreciation, 

on ADIT be appropriately reflected in the determination of rate base. 
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Q. 

A. 

Q. 

A. 

Q. 

A. 

Q. 

A. 

Have you received additiona 

related issues? 

Yes. I received the Company's 

information from the Company concerning ADIT 

.esponses to RUCO data request set 30, which included 

additional information on ADIT amounts, including 20 13 bonus tax depreciation, and 

some additional clarifications about the amounts of 20 13 bonus tax depreciation in 

responses to RUCO data request set 35. 

Did the Company claim deductions for bonus tax depreciation on its 2013 income tax 

return? 

Yes. As described in the Company's response to RUCO 30.l(d), the Company claimed 

deductions for bonus tax depreciation on its 2013 income tax return of $5,321,209. The 

Company's responses to follow up questions posed in RUCO 35.01 confirm this amount. 

Did the Company fully reflect the 2013 bonus tax depreciation in the ADIT balances 

it used in its proposed rate base? 

No. The Company's filing reflects its recorded ADIT balance as of June 30, 2013. 

However, that balance does not reflect the impact of 2013 bonus tax depreciation in the 

ADIT balances that it used. 

What recommendation do you have for an adjustment to ADIT to reflect 2013 bonus 

tax depreciation? 

As shown on Attachment RCS-8, Schedule B-I, the ADIT amounts should be increased 

by approximately $3 million in total to reflect 2013 bonus tax depreciation. The ADIT 

amounts are allocated to the districts using a customer factor. The ADIT amounts for each 

of the five districts in the current rate case should be increased by the amounts listed on 
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Attachment RCS-8, Schedule B-1, which sum to $872,727 for the five districts. This 

adjustment to ADIT for the impact of 2013 bonus tax depreciation reduces the Company's 

proposed rate base by $872,727 for the five districts combined. 

Q. 

A. 

Q. 
A. 

Q. 
A. 

Q. 

A. 

Is the Company also requesting post-test year plant additions for plant placed into 

service in 2014? 

Yes. Other RUCO witnesses are addressing the Company's requested post-test year plant 

additions for plant placed into service in 2014. 

Was bonus tax depreciation extended for 2014? 

Yes. The availability of 50% bonus tax depreciation for 2014 was recently extended by the 

US.  Congress and signed into law by President Obama on December 16,2014 as part of a 

"tax extender'' package. Thus, 50% bonus tax depreciation is available for qualifying 

property placed into service during 2014. 

Is utility plant placed into service in 2014 eligible for 2014 bonus tax depreciation? 

Yes. 

How should ADIT be adjusted for post-test year plant placed into service in 2014 

that is allowed to be included in rate base? 

ADIT should be adjusted to reflect that post-test year plant placed into service in 2014 

would generate a potentially significant increase in ADIT, due to 2014 bonus tax 

depreciation and normal Modified Accelerated Cost Recovery System (MACRS) tax 

depreciation' in 20 14, which would typically exceed the related book depreciation. 

Accordingly, there should be an adjustment to increase ADIT (which reduces rate base) 

MACRS is the current tax depreciation system in the United States. 8 
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related to any 2014 plant additions that are allowed to be included in rate base. A 

Depreciation Expense Report for 20 14 similar to the one provided confidentiality for 20 13 

by the Company in response to RUCO 35.01 may need to be obtained, and the 

depreciation listed therein matched with any 2014 plant additions that are allowed to be 

included in rate base, in order to ascertain the amount of related adjustment for 2014 

ADIT related to such 2014 plant. The Company's confidential response to RUCO 35.2 

notes that the Company anticipates 2014 bonus tax depreciation of approximately [BEGIN 

CONFIDENTIAL] - [END CONFIDENTIAL] based on estimated plant 

additions of [BEGIN CONFIDENTIAL] - [END CONFIDENTIAL]. 

Q. 
A. 

Does this conclude your surrebuttal testimony? 

Yes, it does. 
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Data Requestl 
Workpaper No. 

RUCO 30.2 
RUCO 30.1 

Subject Confidential No. of Pages Page No. 

Plant in Service between June 30.2013 and December 31. 
ADIT and 2013 Bonus Tax Depreciation No 3 2 - 4  

12013 and 2013 tax depreciation No 5 I 5 - 9  

Corporate Allocated Charges for Thunder Mountain and I North Mohave had not been removed bv the Comoanv and 

]related tax depreciation 

I I  
No 5 I 10-14 

RUCO 35.03 I 

Ithe Company agrees to remove them in-its rejoinder i i n g  I No 1 I 15 

RUCO 35.07 
removed No 1 16 
Incentive Compensation, MTlP incentive compensation and 
allocation of the $801,171 incentive compensation amount 
to the districts using the four-factor allocation No 2 17-18 

Total Pages Including this Paqe 18 
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Company Response Number: RUCO 30.1 Page 1 of 3 

Q: Refer to the response to RUCO 27.1. 
a. 

b. 

C. 

d. 

e. 

A: 

Does the $15,079,357 amount in account 2902 ADIT-liability at 6/30/2014 fully 
reflect the impact of all tax depreciation, including 2013 bonus tax 
depreciation, that was reflected for EWAZ on the EPCOR Water (USA) Inc. 
and Subsidiaries 201 3 federal income tax return? 
1. If not, explain fully why not, and identify additional amounts of 2013 tax 

depreciation taken on the 2013 federal income tax return that were not yet 
reflected in the 6/30/2014 ADIT balance of 15,079,357. 

Show in detail all vintages of tax depreciation (e.g., 2012 bonus tax 
depreciation, 2012 MACRS, 2013 bonus tax depreciation, and 2013 MACRS, 
and other) that are included in the derivation of the $15,079,357 amount in 
account 2902 ADIT-liability at 6/30/2014. 
Also, show what state and federal tax rates were applied to the tax-book 
depreciation differences and other tax-book differences to derive each 
component of the 6/30/2014 ADIT balances in accounts 1587 and 2902. 
Show in detail all vintages of tax depreciation (e.g., 2012 bonus tax 
depreciation, 201 2 MACRS, 201 3 bonus tax depreciation, and 201 3 MACRS, 
and other) that are included in the derivation of the $14,469,205 amount in 
account 2902 ADIT-liability at 12/31/2013. 
Show in detail what state and federal tax rates were applied to the tax-book 
depreciation differences and other tax-book differences to derive each 
component of the 12/31/2013 ADIT balances in accounts 1587 and 2902. 

a. The $15,079,357 amount in account 2902 ADIT-liability at 6/30/2014 is an 
estimate of the half-year tax depreciation from 1/1/2014 to 6/30/2014. It does 
not include 2013 bonus tax depreciation that was reflected for EWAZ on the 
EPCOR Water (USA) Inc. and Subsidiaries 2013 federal income tax return. 
The decision to use bonus tax depreciation was not made until just prior to the 
tax return filing date in September of 2014. 
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Company Response Number: RUCO 30.1 Page 2 of 3 

b. See the detail for tax depreciation that is included in the derivation of the 
$1 5,079,357 amount in account 2902 ADIT-liability at 6/30/2014. 

'Depreciation ADIT within acct 2902 
r 

t 1 I 

1 $9,218,951 1 1 

I i I 

Regbook Depreciation s $22,623,504 $20,856,405 $13,712,341 $57,192,250 

1~- __ I-- 

~ _ _ - , ~ - - ~ -  ---- 

c. The net effective state tax rate used was 3.925% and a federal tax rate of 35% 
were applied to the tax-book depreciation differences and other tax-book 
differences to derive each component of the 6/30/2014 ADIT balances in 
accounts 1587 and 2902. 
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COMPANY: EPCOR Water Arizona Inc. 
DOCKET NO: WS-O1303A-14-0010 

Response provided by: Greg Barber 
Title: Controller 

Address : 2355 W. Pinnacle Peak Road, Suite 300 
Phoenix, AZ 85027 

Company Response Number: RUCO 30.1 Paae 3 of 3 

d. See below for the detail of tax depreciation included in the derivation of the 
$14,469,205 amount in account 2902 ADIT-liability at 12/31/2013. 

I 

1 i 
I ADIT Liability Balance /Account 2902 12/31/2013 

I I i 1 
I$14,469,205 i 

I 

~ "-_I 

-_ -_ 1111 

Total ' 

I 

Tax Return Form 4562 Classification 
1 

1 Depreciation ADIT within acct 2902 
t 

- - --- I _-llllll-l -:--- L-- __l 

I i I 2012 2013 i 

/Special depreciation-Bonus $7,302,683 1 $5,321,209~$12,623,892 I j L- -- I--_xI ~ - ~ - ~  --_I- ~ I *1--""".-- - 

I $22,623,504 1 j $20,856,~ $43,479,909 

T--.--""-- Difference r,-"-----xl-p*.-- ! -~ $12,060,492 $15,791,842 I $27,852,334 

i Reg/Book Depreciation 1 
I ;-".-- -__^_ ~- L--- 

--- ~~~~- 

_I_ ~~ ~ 

I -- EAccumulated Differen - : lll_ - 1 Deferred Tax @ 1 38.925% 1 --- _ _  

e. The net effective state tax rate used was 3.925% and a federal tax rate of 35% 
that was applied to the tax-book depreciation differences and other tax-book 
differences to derive each component of the 6/30/2013 ADIT balances in 
accounts 1587 and 2902. 
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COMPANY: EPCOR Water Arizona Inc. 
DOCKET NO: WS-01303A-14-0010 

Response provided by: Greg Barber 
Title: Controller 

Address : 2355 W. Pinnacle Peak Road, Suite 300 
Phoenix, AZ 85027 

Company Response Number: RUCO 30.2 

Q: Identify each post test year plant addition for each of the five districts that was 
placed into service between June 30,2013 and December 31,2013. 

a. For each such item of 2013 post test year plant, for each district, indicate 
whether the plant addition was claimed on the 2013 corporate income tax 
return for 2013 bonus tax depreciation, and, if not, explain fully why not. 
For each such item of 2013 post test year plant, for each district, provide the 
following information: 
1. the amount of book depreciation expense recorded from June 30, 2013 

through December 31,2013. 
2. the amount of 2013 tax depreciation. 
3. the amount of related ADIT. 

b. 

A: For each post-test year plant addition for each of the five districts that was placed 
into service between June 30,2013 and December 31,2013, please see Excel file 
labeled “RUCO 30.2 PTYP Additions Placed in Service Between Jun 30, 2013 & 
Dec 31, 201 3.xlsx”. 

a. See file, “RUCO 30 2 PTYP Additions Placed in Service Between Jun 30, 
2013 Dec 31, 2013.xlsx”, for the plant additions placed into service between 
June 30, 2013 and December 31, 2013. In the file see the calculations for the 
tax depreciation expenses claimed on the 2013 corporate income tax return 
for bonus tax depreciation. 

b. 1. Book depreciation expense is calculated on a group basis rather than an 
individual asset basis. In Excel file labeled, “RUCO 30.2 PTYP Additions 
Placed in Service Between Jun 30, 2013 & Dec 31 , 2013.xlsx”, column ‘I’ 
provides the depreciation group each asset is a part of and column ‘J’ 
provides the group depreciation rate. 

2. See response to a. above. 

3. The estimated amount of ADIT is based on the difference between tax 
depreciation and book depreciation multiplied by the effective tax rate (EFT) 
for the applicable tax year. (For example, the EFT for 201 3 was 38.925%). 
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COMPANY: EPCOR Water Arizona Inc. 
DOCKET NO: WS-01303A-14-0010 

Response provided by: Greg Barber 
Title: Controller 

Add ress : 2355 W. Pinnacle Peak Road, Suite 300 
Phoenix, AZ 85027 

ComDanv ResDonse Number: RUCO 30.3 

Q: Identify each post test year plant addition for each of the five districts that has been 
or is expected to be placed into service between December 31, 2013 and 
December 31,2014 

a. For each such item of 2014 post test year plant, for each district, indicate 
whether the plant addition will be claimed on the corporate income tax return 
for (1) 2014 bonus tax depreciation or (2) 2014 

b. b. For each such item of 2014 post test year plant, for each district, provide the 
following information: 
1. the amount of book depreciation expense anticipated to be recorded from 

2. the amount of estimated 2014 tax depreciation, including 2014 bonus tax 

3. the estimated amount of related ADIT. 

January 1,2014 through December 31,2014. 

depreciation. 

A: For each post-test year plant addition for each of the five districts placed into 
service between December 31, 2013 and December 31, 2014, please see Excel 
file labeled “RUCO 30.3 PTYP Additions Placed in Service Between Dec 31, 2013 
& Dec 31, 2014.xls”. 

a. File labeled “RUCO 30.3 PTYP Additions Placed in Service Between Dec 31, 
2013 & Dec 31, 2014.~1~” sets forth our calculations estimating the tax 
depreciation expenses for bonus tax depreciation for 2014 income tax 
purposes. The tax return has not been prepared so these calculations are 
estimates. 

b. 1. Book depreciation expense is calculated on a group basis rather than an 
individual asset basis. In the file above, column ‘I’ provides the depreciation 
group each asset is a part of and column ‘J’ provides the group depreciation 
rate. 

2. See response to a. above. 

3. The estimated amount of ADIT is based on the difference between tax 
depreciation and book depreciation multiplied by the effective tax rate (EFT) 
for the applicable tax year. (For example, the EFT for 201 3 was 38.925%). 
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COMPANY: EPCOR Water Arizona Inc. 
DOCKET NO: WS-01303A-14-0010 

Response provided by: 
Title: Director, Regulatory & Rates 

Sheryl L. Hubbard 

Address: 2355 W. Pinnacle Peak Road, Suite 300 
Phoenix, AZ 85027 

Company Response Number: RUCO 35.03 

Q: Charges for Thunder Mountain and North Mohave. Refer to the response to 
RUCO 30.1 O(d). 

a. Has the Company removed all of the charges related to the Thunder Mountain 
and North Mohave acquisitions that are listed in the response to RUCO 
30.1 O(d)? 

1. If so, identify exactly where the Company removed those charges. 
2. If not, explain fully why not and identify all amounts related to the Thunder 

Mountain and North Mohave acquisitions that are listed in the response to 
RUCO 30.10(d) that the Company has NOT removed. 

A: a. No. 
1. See response to a. above. 

2. At the time the case was filed, it was not known that these costs were 
included in the expenses that were allocated to the districts included in this 
application. The Company has not removed any of the costs identified in 
RUCO 30.10 (d), but will in its rejoinder filing. 
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COMPANY: EPCOR Water Arizona Inc. 
DOCKET NO: WS-01303A-14-0010 

Response provided by: Sandy Murrey 
Title: Rate Analyst 

Address : 2355 W. Pinnacle Peak Road, Suite 300 
Phoenix, AZ 85027 

Company Response Number: RUCO 35.06 

Q: Corporate allocation. Refer to the rebuttal testimony of Sandra Murrey at page 15. 

a. Refer to lines 14-16. Isn't the $1 1,010 adjustment accepted by the Company 
$3,169 after allocation to the five districts? (Testimony on line 16 says that is 
the adjustment before allocation.) If not, explain fully why not. 

b. Refer to lines 17-23, specifically to lines 22-23 which indicates that "the 
Company' [sic] proposed adjustment is SM-15R." We do not see an adjustment 
SM-15R in the Company's rebuttal filing. Should this reference be to SM-1 OR 
(which is appearing on Schedule C-2 Rebuttal, page I O ,  for each district)? If 
not, explain fully why not and provide the referenced Company SM-15R 
adjustment. 

A: a. Yes. My testimony should have stated after allocation. 

b. Yes. This should be adjustment SM-1 OR. 
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COMPANY: EPCOR Water Arizona Inc. 
DOCKET NO: WS-01303A-14-0010 

Res po nse provided by: 
Title: Director, Regulatory & Rates 

Sheryl L. Hubbard 

Address : 2355 W. Pinnacle Peak Road, Suite 300 
Phoenix, AZ 85027 

ComDanv Response Number: RUCO 35.07 

Q : R U C 0-35-7. I n ce n t ive com pe n sa t io n . 
a. Refer to the SLH-11 R adjustment proposed in the Company's rebuttal for each 

district (e.g., Schedule C-2, Rebuttal, page 11, Hubbard). For each such 
adjustment, show in detail how the amounts on the line entitled "Less: Financial 
& Other Component'' were determined. Include supporting workpapers and 
calculations. 

b. What is the "Other" component? Explain fully and show in detail how the 
"Other" component amounts were derived. 

c. Refer to the SLH-15R adjustment proposed in the Company's rebuttal for each 
district (e.g., Schedule C-2, Rebuttal, page 14, Hubbard). Was the $801,171 
amount listed on those adjustments for the "Incentive Compensation in cost 
pool" reflected in the Company's filing by applying the four-factor allocation for 
each district? If not, explain fully. 

A: a. The workpapers containing the calculation of the Pool A components is 
attached and labeled "RUCO 35.07 Incentive Comp.xlsx". 

b. The "Other" component included the Pool B at-risk compensation and the MTlP 
at-risk compensation. Please see response to data request numbers RUCO 
12.15, RUCO 17.2, RUCO 17.3, RUCO 17.4 and RUCO 17.5 for the 
calculations of the "Other" component amounts which have been excluded from 
the Company's request in this case. 

c. Yes. 



EPCOR Water Arizona 
Docket No. WS-01303A-14-0010 

Response to Data Request Number RUCO 35.07 

2013 AT-RISK COMPENSATION (CORPORATE ALLOCATION) 
(SCAD) 2013 AZ Portion 

Pool A 8.97% 0.969846115 
Safety 30% $1.08 $0.10 $0.093955 
Customers 30% $1.08 $0.10 $0.093955 
Operational Efficiency 30% $1.08 $0.10 $0.093955 
Corporate Financial 10% $0.37 $0.03 $0.032188 
Total Pool A $3.61 $0.32 $0.314053 

- STlP (millions) (millions) (SUSD) 
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Other At Risk 
Total STlP 

RUCO 35.07 Incentive Compensation.xlsx 
2013 STIP-Corp Allocation 
Page 1 of 1 
2/23/15 

$3.26 $0.29 $0.283604 
$6.87 $0.61624 $0.597657 
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Data Requestl 
Workpaper No. Subject 

RUCO 30.4 
EPCOR Water (USA) Inc. and Subsidiaries 2013 federal income 

Incentive ComDensation - 201 3 Annual Performance Incentive 
tax return -follow up about 2013 bonus tax depreciation, etc. 

RUCO 30.5 

EPCOR Water Arizona Inc. 
Docket No. WS-Ol303A-14-0010 

Attachment RCS-7 
Copies of Confidential EPCOR's Responses to Data Requests 

and Workpapers Referenced in the Surrebuttal Testimony and Schedules of 
Ralph C. Smith 

No.of Page 
Confidential Pages No. 

Yes 8 2 - 9  

!Award plan documents Yes I 18 I 10-27 

I lexpenses charged to the five districts related toacquisitions of I I I I 
RUCO 30.10 1Detail of Corporate Allocation amounts including in RUCO 30.10d I I 

RUCO 35.01 
RUCO 35.02 

Thunder Mountain and North Mohave I Yes 5 28 - 32 
ADIT and 2013 bonus tax depreciation Yes 49 33 - 81 
ADIT, 2014 bonus tax depreciation, and estimate of 2014 tax I 
depreciation 

Total Pages Including this Page 

Yes 3 82 - 84 

84 
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Y Confidential-Subject to Protective Agreement in Docket No.WS-O1%8??-?%%010 
COMPANY: EPCOR Water Arizona Inc. 
DOCKET NO: WS-OI303A-14-0010 

Response provided by: Greg Barber 
Title: Controller 

Address: 2355 W. Pinnacle Peak Road, Suite 300 
Phoenix, AZ 85027 

Company Response Number: RUCO 35.01 Page 1 of 2 

Q: ADIT. Refer to the response to RUCO 30.1. The response to part a states that: 
"The $15,079,357 amount in account 2902 ADIT-liability at 6/30/2014 is an 
estimate of the half-year tax depreciation from 1/1/2014 to 6/30/2014. It does not 
include 2013 bonus tax depreciation that was reflected for EWAZ on the 
EPCOR Water (USA) Inc. and Subsidiaries 2013 federal income tax return. 
The decision to use bonus tax depreciation was not made until just prior to the tax 
return filing date in September of 201 4." (Emphasis supplied.) Yet the response 
to part b lists Special Depreciation-Bonus amounts, including $7,302,683 for 201 2 
and $5,321,209 for 201 3, which appear to represent bonus tax depreciation. 

a. Show the amount of 201 3 bonus tax depreciation that was reflected for EWAZ 
on the EPCOR Water (USA) Inc. and Subsidiaries 201 3 federal income tax 
return . 

b. Please reconcile (1) the amount stated in your response to part a with (2) the 
[BEGIN CONFIDENTIAL] - [END CONFIDENTIAL] amount on the 
2013 tax return that was asked about in RUG0 30.4(b). Identify, quantify and 
explain each reconciling item. 

c. Please reconcile (1) the amount stated in your response to part a with (2) the 
[BEGIN CONFIDENTIAL],, [END CONFIDENTIAL] bonus tax 
depreciation amount on the 201 3 tax return that was stated in RUCO 
30.4(a)(l). Identify, quantify and explain each reconciling item. 

d. Show in detail how the Special Depreciation-Bonus amount of $7,302,683 for 
201 2 was derived and include supporting calculations. 

e. Show in detail how the Special Depreciation-Bonus amount of $5,321,209 for 
201 3 was derived and include supporting calculations. 

f. Reconcile (1) the Estimated 2013 Special Depreciation-Bonus amount of 
$5,321,209 from the response to RUCO 30.1 (b) with (2) the [BEGIN 
CONFIDENTIAL] - [END CONFIDENTIAL] amount on the 201 3 tax 
return that was asked about in RUCO 30.4(b). Identify, quantify and explain 
each reconciling item. 

A: 

[ BEG1 N CONFIDENTIAL] 
See answers to the questions above below: 
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Confidential-Subject to Protective Agreement in Docket No.WS-Ol%~b?-~%%OI 0 

COMPANY: EPCOR Water Arizona Inc. 
DOCKET NO: WS-01303A-14-0010 

Response provided by: Greg Barber 
Title: Controller 

Address: 2355 W. Pinnacle Peak Road, Suite 300 
Phoenix, AZ 85027 

Company Response Number: RUCO 35.02 Page I of 2 

Q: ADIT. Refer to the response to RUCO 30.1 (b) and RUCO 30.3. 

a) Show in detail how the $1 2,481,367 estimated 201 4 tax depreciation was 
derived. Include supporting calculations. 

b) Does the $1 2,481,367 reflect any 201 4 bonus tax depreciation? 

1. If not, explain fully why not. 
2. If so, show how much. 

c) Show in detail how the $1 3,712,341 of Reg/Book Depreciation on RUCO 
30.1 (b) for Estimated 6/30/2014 was derived. 

d) Does the $1 2,481,367 estimated 201 4 tax depreciation include tax depreciation 
on 201 4 plant additions? 

1. If not, explain fully why not. 
2. If so, show how much. 

e) Is the Company’s most accurate estimate of 201 4 tax depreciation, including 
201 4 bonus tax depreciation, the one shown in response to RUCO 30.3? Yes 

1. If not, explain fully why not and provide the Company’s most accurate 
estimate of 2014 tax depreciation, and show in detail how it was calculated. 

A: 
[BEGIN CONFIDENTIAL] 

See the answers to the questions above below: 
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EPCOR Water Arizona Inc. 
Docket No. WS-01303A-14-0010 

CONFIDENTIAL 
Attachment RCS-8 

Surrebuttal Schedules Showing Recommended Adjustments for Affiliate Charges, Incentive Compensation and ADIT 
Accompanying the Surrebuttal Testimony of Ralph C. Smith 

I I I I I I 

I I Total Pages, Including Content Listing] 1 7 1  I 
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